


HE FARMING INDUSTRY of the United States 

loses many hundred millions of dollars each year 
because production is overexpanded along some 
lines and underexpanded along others. These ups 
and downs in agricultural production are partly the 
result of changes made by farmers in acreages of 
crops and numbers of livestock. Changes of this 
kind are necessary and unavoidable, but too often 
they are overdone in some lines and underdone in 
others. Decisions as to these changes are often based 
upon the prices at or immediately before planting or 
breeding time and upon the crop yields and livestock 
production of the preceding season. The adaptation 
and application of the budget method, used in other 
business undertakings, is suggested as one way for 
farmers who act independently to meet the situation. 


A farm budget is a carefully worked-out plan 
based on estimates as to how well a particular com- 
bination of crops or combination of crops and live- 
stock will pay. These estimates are based upon the 
available information as to what the prices and crop 
and livestock production are likely to be during the 
year or period of years just ahead. Although prices, 
crop yields, and livestock production can not be 
forecast exactly, they can be foretold within broad 
enough limits to make it profitable to organize care- 
fully and to focus attention upon the best available 
information relating to them. A method of doing 
this is outlined in this bulletin. 


First, the method of procedure in making a budget 
is described. Next, the use of budgets in deciding 
upon the crops and livestock for the coming year and 
in keeping a profitable system of farming in mind is 
described. Finally, the information needed is men- 
tioned, some of the sources of this information are 
listed, and forms to be used in making a budget are 
shown. 
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WHAT IS A BUDGET? 
HE WORD BUDGET usually means a plan for future using or 


spending. In farming, a budget means a plan for the future 
use of the land, man labor, horse work, equipment, and other resources 
that the farmer has to work with. It includes the plan for the system 
of farming for the coming year, or for a period of years. It shows 
the crops to be grown, the livestock to be kept, and the estimated pro- 
duction, receipts, and expenses from the various sources. The budget 
is the businesslike way to work out and record farm plans. An 
illustration of a budget for a 180-acre farm in western Kentucky is 
shown in Table 1. 


HOW A FARM BUDGET IS MADE 


A budget for the coming year is made on the basis of the prices, 
crops and livestock requirements, and production expected for the 
year. The method of procedure to be followed in making a budget 
will vary with the system of farming being considered. ‘The budget 
should show, in the simplest way possible, the expected crop and live- 
stock production, the expenses, and the receipts for the particular 
system contemplated. The budget in Table 1 is suggested for a 
diversified crop and livestock system of farming. 

First, the acreages of the different crops contemplated and the crop 
expenses that appear probable should be recorded. (See section A of 
the budget on page 2.1) The next step is to estimate the production 
of the different crops and how much will be needed for seed, how 
much will be fed to livestock, and how much will be sold. (See sec- 
tion B.) Then the number and kind of livestock to be kept should 
be indicated. Next the feed requirements and other expenses for the 
livestock should be recorded. (See section C.) Often it will be ad- 





The budget shown here is for the year 1927 and was worked out in cooperation with 
le operator of the farm in March, 1927. Available data as to the prices that had pre- 
vailed in the area during the past few years were analyzed, and a careful study was made 
of conditions likely to influence prices during the years just ahead. The prices of products 
to be sold and expense items used in working out this budget are shown in Table 3, page 17. 
arm-accounting work had been done in the area during the three previous years, and 
these data had been carefully analyzed. The results obtained on two subexperiment- 
Station fields located in the same type-of-farming area and livestock experimental data 
applicable to conditions in the area were reviewed. The crop yields and requirements used 
in working out the budget are shown in Table 4, page 17. The livestock production and 
Tequirements used are shown in Table 5, page 18. 1 
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visable to divide this section into two parts, one showing how the 
feeds on hand at the beginning of the year are to be used and the 
other showing the feed crops to be consumed by the livestock from 
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the harvest season to the end of the year. 


TABLE 1.—Budget for 180-acre farm in western Kentucky 
SECTION A—ACREAGE AND CASH EXPENSES FOR CROPS 


Acreage 


Soy-bean hay 
Soy-bean seed... 
Mixed hay 





Seeds and plants | 


Quantity | Cost Kind 


— wa 
Bushels | Dollars | 
3 


| Superphosphate (acid 
phosphate). 
| Canvas ; 
| Arsenate of lead...------ 
Superphosphate (acid 
phosphate). 
| 40 


Threshing___-. | 28 











ee 


Other expenses 


Quantity 


4,000 pounds. - -.- 


pounds.-_._....- } 
) bushels_.___-- | 


SECTION B—PRODUCTION AND DISPOSAL OF CROPS 


Soy-bean hay 
Soy-bean seed 


Produe- |———— 


tion 
(quan- 
tity) 


Feed 
(quan- 


bushels_- 


Gotten ate asl bushels - 
.tons-.-| 

bushels | 

es, Shak tate ee ee tons -- 





Disposal 


Seed 
| (quan- 
tity) tity) 


a 
Quantity Value 


Dollars 
30. 9 





SECTION C—FEEDS AND OTHER EXPENSES FOR LIVESTOCK 


| 


| 
: \Num- 
(Livestock ["}o- 


Young heifers -| 
Veal calves 
Sows with pigs 


Work horses - - 


Tee Shoes ke 





Home-grown feeds 


Purchased feeds 


care 
Kind | | Quan- 


Quantity tity Cost 


Kind 


Other expenses 


Cost 





| Pounds, Dollars 
26. 25 
28. 50 


Corn......--| 84 bushels--. pf 
Soy-bean | 6 tons__.....| Cottonseed | 1, 500 
ay. eal 
Mixed hay 
Cae Sa cost 
Whole milk -| 1,500 pounds |-...-_.....-.-|--.-.--|.-- : 
384 bushels_.| Tankage....| 1, 500 | 52. 50 
100 bushels. .} Meat —. 20. 00 
1,082 pounds* Oyster shells_ 


225 bushels 


do 
Skim milk --| 
Corn_. 
Mixed hay- - 


Mixed hay_| 


15.0 
6.0 


Breeding fees_-. 
Miscellaneous.| 


Breeding fees_-| 
Miscellaneous 





1 Includes 150 pounds red-clover seed at 27 cents; 150 pe orchard-grass seed at 14 cents; 90 pounds 


alsike-clover seed at 22 cents; and 60 pounds redtop 


at 25 cents. 


2 Taken from whole milk used in the home, 





= 
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18 TaBLE 1.—Budget for 180-acre farm in western Kentucky—Continued ‘ 
le SECTION D—PRODUCTION AND DISPOSAL OF LIVESTOCK AND LIVESTOCK PTT 
m PRODUCTS 
Disposal 
Produc- | - “ << oP 
Livestock and products (quan. | Fed to | Used in | Sales 
—_ tity) | livestock} home et 
| (quan- | (quan- j 
| tity) | tity) |Quantity| Value 
st | | 
oo SNERMIE | Oe ee Un, adraccupnaoncdtnoced pounds__| 30,000 1,506 | 3,500 25, 000 | 
Veal... .----- ee Mis nad cece ere 480 38. 
are Pork -. ar <a | 800 4,000} 340.00 
on Old hens ; | eS Sets 200 36. 00 a 
3. 0 DUD cn oe ot ates duseatecesd do__- Ms ccaa at 100 50 | 11.00 af 
BEES, 2.x i badcsogeawhntiis ciueanbomdeccdaaee dozen. _| 900 ; 3170 | 730 | 146. 00 
1.00 
Neen TT TTT nee eee 
1.00 
4,80 
3.60 SECTION E—-SUMMARY OF RECEIPTS AND EXPENSES 
c : Total Total 
2 8 Receipts value Expenses value 
| Dollars | Dollars 
Baie. Ta cae ae sce iscswncesa | 1,426.05 || Crops (see. A): 
asad Livestock and livestock products (sec. TE ik sccnskeinlentebe ceeuileannd satan taped 6. 30 
SENT \ncccctei decbaaacinne pa ated eebcbaitineiensl | 1, 106.90 | Other crop expenses.-_-..........-.--. | 122. 80 
Livestock (see. C): 
| rae WI Se on ty 133. 50 
—. | Other livestock expenses--.........--- 55.00 
| Other expenses (estimated): 
| Hired labor (threshing) --_- pega 25. 00 
—— | Machinery (new and upkeep) ------- 60. 00 
| Fence (new and upkeep) ----...---. i) 30. 00 
a” | Buildings (repair) --.-...........-.-.--] 100. 00 
ell | Taxes, insurance, and other over- 
Be Rccineiguusctecceibaenmenticnall | 125. 00 
lars eibainitigcloendd mena 
30. Re de aaah ciaeas 2, 532. 95 | a ee ane 747. 60 
20. 00 mat CON at cece ctl 1, 785. 35 |} 
4. 5 
4.0 fi : 
135.00 ‘Includes 20 dozen eggs used for hatching. 
192 00 
126.05 At this point it will usually be advisable to compare the data show- 
ie ing the feeds on hand at the beginning of the year and crops to be 
grown for feed, with data showing the expected feed requirements. 
—< Generally, before a cropping program and livestock program are 
“__ @ finally decided upon, adjustments will need to be made in first one 
Cost and then the other until a livestock program adapted to a particular 
aa cropping program is found. When the kind and numbers of live- 
polis, stock contemplated have been recorded, the quantities of the livestock 
6® ™ and livestock products expected to be used in the home and to be sold 


should be indicated. (See section D.) 

The expected value of the crop and livestock products to be sold 
and the expected cost of the purchased feeds, seeds, fertilizers, and 
other materials should then be indicated. (See cost and value 
columns of sections A, B, C, and D.) Next, these expected expenses 
and receipts should be brought together. (See section E.) In addi- 
tion to the direct costs for crops and livestock, estimates should be 
included on the expense side for labor, new machinery and repair, 
new fences and fence repair, building repair, taxes, farm insurance, 
and other overhead items. 
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WHY A FARM BUDGET? 


The purpose of working out farm budgets is to aid in determinin 
in advance the returns that may reasonably be expected from the 
different systems of farming that may be followed, or the results 
that may reasonably be expected if changes are made in a particular 
one. Generally larger profits will result if plans for the system 
including probable expenses and receipts are carefully developed and 
compared with plans for other possible systems before the one chosen 
is actually put into operation. In this way many costly errors may 
be avoided. Specifically, the use of farm budgets carefully worked 
out has the following advantages: 

Budgets help farmers more accurately to appraise different systems and 
practices so that the most profitable systems and practices may be decided 
upon. They offer a definite basis for comparisons between systems made up of 
different combinations of crop and livestock. 

Budgets help to keep a good balance between crops in a crop system of farm. 
ing and a good balance between crops and livestock in a crop and livestock 
system. 

Budgets help to determine in advance how much seed, fertilizer, and other 
supplies are likely to be needed during the year. 

Budgets help to determine how much feed will be needed for the livestock, 
how much will need to be bought, and how much is likely to be available for 
sale. 

Budgets help in determining the amount of cash that will be needed to oper- 


ate the farm, and when it will be needed, so that the necessary financial 
arrangements may be made. 


Budgets help in determining the total net returns that may be expected so 
that living expenses, payments, or investments may be adjusted accordingly. 

Stated more generally, budgets are advised because conditions af- 
fecting farm, returns are continually changing. These changes are 
reflected in prices, crop yields, livestock production, and crop and 
livestock requirements. 

Two kinds of price changes are of particular significance to farm- 
ers. First, there are price trends or long-time upward or downward 
movements of prices. These long-time upward or downward move- 
ments are usually different for different products. For example, m 
South Dakota for the five-year period 1921 to 1925, corn increased 
in price over the five-year period from 1911 to 1915, 8 per cent, wheat 
increased 20 per cent, potatoes 18 per cent, hogs 18 per cent, and beef 
cattle 5 per cent, whereas the price of barley decreased 20 per cent 
and that of oats decreased 14 per cent. In western Kentucky the 
price of dark tobacco, the principal product of the section, has been 
little, if any, higher during recent years than during pre-war years, 
whereas the prices of most other farm products of the section have 
been considerably higher during recent than during pre-war years, 
Similar price changes are continually taking place in most farming 
sections both for products sold and for expense items. 

Other price changes of interest to farmers are price cycles. The 
prices of many farm products tend to move upward for a period of 
years and then downward for a more or less similar length of time. 
For example, hog prices usually tend upward from one and one-half 
to two and one-half years and then downward for about the same 
length of time. For most other species of livestock the upward and 
downward movements are for longer periods. There appears to be & 
tendency for beef-cattle prices to go up from six to nine years and 
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then down for a somewhat similar length of time. In the case of 
horses the upward and downward price movements tend to extend 
over periods of 10 to 15 years. The most important factor in deter- 
mining the length of these upward and downward movements is the 
length of time required to expand or contract materially any enter- 
prise after unusually high or unusually low prices are reached. 
Price trends and cycles are due to developments that are world- 
’ wide in scope. Changes in the habits and tastes of people, in chan- 
nels of trade, and in transportation costs and the opening up of new 
production areas all play their part in causing price trends. The 
adjustments in production plans that farmers make in response to 
prices are largely the cause of price cycles. 

In addition to price trends and cycles the amounts of crops and 
livestock held over from one year to the next vary and have an influ- 
ence on the prices of the following year. The amounts of different 
products that will be taken at given prices vary with industrial 
activity and related factors. As a result of these and other factors, 
farmers are continually facing new price situations. : 

On the production side new practices are developed for cultivating 
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ck, and harvesting crops and for feeding livestock, and these new prac- 
for tices result in different man labor, horse work, feed, and other re- 
a quirements, The wheat binder, the corn binder, the tractor, the 
cial small combine, each has had or is having its influence on the amounts 
of labor needed in growing particular crops and on the net returns 
| 80 obtained. Crop yields are continually being affected by insect and 
P crop pests. For example, the boll weevil has been responsible for a 
af- reduced yield of cotton and has made it desirable to consider changes 
are on most farms in the Cotton Belt. Now the corn borer promises a 
und similar problem for the Corn-Belt farmer. Livestock are not with- 
out their diseases and parasites, 
rm- Many of these changes are more or less permanent in nature and 
ard may be known. Other developments may be anticipated with some 
ve degree of accuracy. Obviously such things make changes advisable 
, in in the crops to be grown and the livestock to be kept on a particular 
sed farm. The crops and livestock that will result in the largest returns 
eat at one time will not always give good results at some later time. 
reef In their efforts to cope with these changed or new situations 
ent farmers are continually making adjustments in crops, livestock, and 
the practices. Usually these adjustments are the result of comparisons 
een of the returns expected from different systems and practices. Some 
ars, of these comparisons are simple and easily nrade and some are com- 
ave plex and involved. Some of them are crudely and imperfectly made 
ars, and others are carefully worked out. 
Ling These comparisons are often based upon facts taken from memory, 
and are made without the use of pencil or paper. Sound conclusions 
The imay be reached in this way in the case of simple comparisons, but 
1 of most problems in present-day agriculture are too involved to make 
ime, this method advisable. In highly commercialized farming, usually, 
half a change in one enterprise makes changes desirable in several other 
ame enterprises. Then there is the ever-present tendency to give too 
and much weight to the prices, the yields, and the production that result 
i from conditions more or less temporary in nature, and this tendency 
all 


is likely to be more pronounced when the memory alone is depended 
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upon. Generally, safer conclusions will be reached and larger profits 
will result from the farming operations if the facts considered are 
carefully organized and if judgments are completely formed and 
recorded and if the comparisons between enterprises and systems are 
carefully worked out. This involves the use of farm budgets. 


WHEN TO MAKE FARM BUDGETS 


December, January, and February are the budget-making months 
in most parts of the country, and in some sections March is used, 
These are the months when a farmer usually has the most time 
to do uninterrupted thinking. When the crops are harvested a 
farmer can usually find time to take stock, review the successes and 
failures of the past season, compare the results actually obtained 
with those expected at the beginning of the year, and make a budget 
for the coming year. 


HOW TO USE THE BUDGET METHOD IN MAKING FARM PLANS 


As suggested above, an important use of farm budgets is in reach- 
ing conclusions as to crops and livestock that are likely to prove 
most profitable under given conditions. In this connection it should 
be kept in mind that farming is a forward-looking undertaking and 
that plans should be made on the basis of conditions expected in the 
future. One should be as familiar as possible with the results 
of the past. However, the results of the past should be interpreted 


in the light of conditions expected in the future. This is what is 
attempted in making farm budgets. 

One use of farm budgets is in finding the crops and livestock—the 
acres of each crop and the number of each kind of livestock—that 
will probably result in the largest returns during the coming year. 
Another use is in finding the crops and livestock that will probably 
result in the largest returns over a period of years. The former is 
usually considered the plan for the coming year and the latter the 
long-time plan or the system of farming. 


MAKING PLANS FOR THE COMING YEAR 


The kinds of crops and livestock should usually remain the same 
for a period of years, but it is seldom possible or advisable to plan 
to grow the same acreage of each crop or keep the same number of 
each class of livestock each year. If nothing else, variations in the 
number of livestock born, and crop failures of the previous year, 
will make this impossible in some cases and inadvisable in others. 
Then there are lines of production, like dairying or handling 4 
breeding herd of beef cattle, that a farmer must grow into; they 
can not well be developed in a year. Furthermore, if a farmer 
makes a study of the conditions that influence prices he will usually 
be able to form more accurate judgments as to prices expected during 
the coming year for at least some of the products than those of the 
past year or even the average for a senkae of years. It follows that 
the plans for each year should be different, in at least some respects, 
from the plans for any other year. 
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A farmer who has definitely in mind a long-time plan should make 
a budget showing the returns expected and the prices that appear 
most likely to prevail during the coming year. If he has no long- 
time plan definitely in mind, perhaps the best starting place is with 
the crops and livestock of the previous year. In either case the next 
step is to make comparisons as to the changes in returns that appear 
probable if increases are made in the acreage of crops and the num- 
bers of livestock for which relatively high prices are expected and 
decreases in those lines in which relatively low prices are expected. 

Many possible alternatives may be eliminated or tentatively de- 
cided upon by these simple comparisons. For example, a farmer 
who is accustomed to growing wheat along with other crops may be 
considering whether it will be advisable to substitute barley for a 
part of the wheat. Suppose the cropping program calls for 60 acres 
of spring wheat, and the farmer is trying to decide whether to 
substitute barley for 20 acres of the wheat. Granting that the sub- 
stitutions could be made without affecting other enterprises, he 
would need only to consider the costs, prices, and yields of these two 
crops. A method of working out a comparison of this kind follows: 


Probable income from wheat: 
255 bushels (20 acres at 14 bushels less 25 bushels seed) at $1.35__ $344. 25 


Threshing 280 bushels at 12 cents________________ ol See 
Pr Wein ane CRUE GEE ee CONE, So ee ee 4. 80 


Vertiiines,. 3 tons at $22... Ba gaa ES aa ea te Ste 44. 00 


Total, threshing, twine, and fertilizer 





Wan cine Ta: Wa as ee Gk ee a 261. 85 


Probable income from barley: 
445 bushels (20 acres at 24 bushels less 35 bushels seed) at 75 cents. 333.75 
Threshing 480 bushels at 10 cents___._.___._._._.__._.__________ $48. 00 
Twa Ae goanen at TR contin. 2 an ie ce 5. 40 

SOEs ae SUNG SIs ci ee bee ee . 44.00 


Total, threshing, twine and fertilizer_..c.u.-........._____ 








Gt Scene. Frome Ware Fs. ssc oh ee cee es 236. 35 
ume ne: emmmues” TNh.; SOR CR NE nn 25. 50 


It will sometimes be advisable to attempt simple comparisons of 
this kind where three or more enterprises are involved. Usually, 
however, when changes are being considered that affect more than 
two enterprises and often when changes for only one or two are con- 
templated, the problem is too complex for such simple comparisons. 
Sometimes it may be advisable to consider the substitution of a crop 
that has different man-labor and horse-work needs or that requires 
attention at a different time of the year from the crop to be displaced. 
Such substitutions usually mean either more thorough or less thor- 
ough cultivation of other crops. Often changes may be considered 
that will mean more or less home-grown feed or a different ration 
for the livestock. In the case of involved changes of these kinds 
other complete budgets are recommended. 

It will sometimes be advisable to work out several trial budgets each 
indicating the farmer’s judgment as to the returns that may reason- 
ably be expected during the coming year from different combinations 


96372°—28——-2 
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of crops and livestock. Each of these budgets should carry data 
similar to those suggested in Table 1, pages 2 and 3. 

It is important that each of these budgets be worked out on a sim- 
ilar basis. , That is, a farmer should not use the prices, yields, and 
other production relations of the past years for one budget and then 
use those expected in the future for other budgets. Since systems of 
farming are planned for the future, the prices and production rela- 
tions used should be those that are expected in the future. In some 
cases it may be advisable to take the feeding requirements and live- 
stock production of the past year and work out a financial st: itement, 
using normal crop yields and expected prices. Whenever experience 
or available data warrant, however, it will be advisable to adjust 
the livestock data, as well as the yields, to a normal basis. 

The budgets worked out in this way should then be compared, 
After taking into account the amount of risk involved under each, 
the changes each necessitates in livestock on the farm at the time, the 
changes from the crops of the past season, and the probable effect of 
each “change on the returns of the following years, one of these 
budgets should be decided upon as the plan for the coming year, 
Budgets of this kind should be-made at the beginning of each year. 


BUDGETS WITH VARYING PRICES AND YIELDS 


Even after a plan for the coming year has been carefully worked 
out, adjustments in this plan may be advisable during the year. 
Less favorable production may be obtained along some lines than 
were anticipated, and more favorable production may be obtained 
along other lines. Higher prices may be obtained for some products 
than were anticipated and lower prices for others. 

In cases in which the prices contemplated for the crops and live- 
stock vary widely from year to year, or in which the information to 
be used as a basis for judgments as to prices, is meager, it may be 
advisable to work out different budgets for the crops and livestock 
decided upon for the year, and to use different prices, each being 
based upon a partic ular set of prices within the range of probability, 
That is, the expenses, receipts, and net returns that will probably 
result from a given combination of crops and livestock with different 
prices may be worked out. 

In areas in which the yields of crops vary widely from year to year 
it may be advisable to work out different budgets for the same system, 
using the different yields which are within the range of probability. 

Such budgets, worked out with varying prices and yields, will help 
a farmer to determine maximum and minimum expectations from 
his crops and livestock, and to anticipate possible adjustments that 
may be necessary during the year. For example, crop yields below 
normal may make it advisable to sell livestock with less finish or at 
lighter weights, or may make it advisable to reduce the number of 
one kind of livestock and increase the number of another. Or it may 
be well to make changes in the feeding plans during the year. 

Prices and production can not be forecast with enough accuracy to 
make it unnecessary to be on the lookout for possible “improvements 
through adjustments of this kind. The more carefully a farmer has 
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thought through these problems in advance the better prepared he 
will be to meet such conditions as they arise. 


PLANNING A SYSTEM OF FARMING 










































Often prices or conditions on the farm may so change as to make 
it advisable to reorganize the farm completely and introduce a new 
system of farming or a system markedly different from the one that 
has been followed. For example, a farmer may be engaged in dairy- 
ing; that is, in growing feed crops and selling dairy products, and 
conditions may be such as to make it advisable to consider feeding 
beef cattle and hogs. Or a farmer may be engaged in growing 
cotton along with a small amount of feed for the work stock, and 
conditions may be such as to make it advisable to consider dairying 
or some other kind of livestock farming. 

In trying to decide whether a marked change of this kind will be 
advisable in the system of farming that is being followed, a farmer 
should first look about in his own community, and in other communi- 
ties that have similar conditions, and consider the results that other 
farmers are getting from other crops and livestock. A system that 
has given good results on one farm may not give good results on 
another farm even in the same community, since no two farms are 
exactly alike, and may not give good results on the same farm under 
different conditions, but this general appraisal of other systems is 
a good preliminary move. From it a farmer should get a general 
idea of other crops, livestock, and systems that are adapted to his 
conditions. 

It is at this point that the budget plan may again be used to 
advantage. The use of carefully worked-out budgets is the most 
accurate way to compare the various systems that may be considered. 
While the budgets to be used in this connection should be made on 
the yearly basis, they should be based upon average yields and pro- 
duction requirements and upon the average prices expected during 
the period of years just ahead. They should show the average of 
the acres of crops and the numbers of livestock, the estimated pro- 
duction, expenses, and receipts for the period. The period con- 
sidered should be at least as long as the rotation contemplated. If 
special buildings or machinery are needed, which is often the case,a 
5-year or 10-year period or even a longer period should be considered. 

It will be advisable to study available information and to formulate 
judgments as to prices, crop yields, livestock production, and crop 
and livestock requirements, as described above, for such crops and 
livestock as appear to have possibilities on the farm that is being 
considered. Next, a budget similar to that suggested on pages 2 
and 3 should be prepared for the present system. Following this, 
the farmer should consider desirable combinations of crops and live- 
stock for other systems and work out budgets for them. 

In deciding upon the acreage of the different crops and the num- 
bers of the different classes of livestock to include in the systems 
that are being considered, the seasonal as well as the total man 
labor and horse-work needs of each crop and class of livestock 
should be kept in mind. It is generally advisable to consider only 
such combinations of crops and livestock as can be taken care of 
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by the men and teams that are likely to be available. If systems 
are to be compared with markedly different man labor and_horse- 
work requirements, the cost of providing the added labor must. be 
considered. 

The budgets worked out in this way should be compared. In 
comparing “the budgets of the different systems, each should be 
considered critically for the purpose of determining how well the 
principal crops are adapted to the area, the effect of each system 
upon the fertility of the soil, the kinds ‘of markets that are avail- 
able for each of the products to be sold, how nearly the feed crops 
provide a balanced ration for the livestock if the system includes 
livestock, how well the crops and livestock fit together, and how well 
the nonmarketable products, such as pasture, straw, stover, and 
skim milk are utilized with each. With these facts, and the returns 
that may reasonably be expected from each in mind, one of the sys- 
tems should be selected as the system to be followed. Presumably 
this will be the system that, other things being equal, promises the 
largest returns on the basis of normal yields and production require- 
ments and prices expected for a period of years. 

It is not usually necessary to make comparisons of this kind, 
involving other systems of farming, each year. After a system has 
been decided upon it should be followed until conditions of the 
period or on the farm have undergone a marked change. A farmer 
should continually be on the alert, however, for new “developme nts 
and should consider carefully the possibilities of other systems when- 
ever conditions warrant. 


KEEPING ACCOUNTS AGAINST THE BUDGET 


After a budget has been made an inventory should be taken, the 
expenses and receipts should be kept during the year, and at the 
end of the year the returns actually obtained should be compared 
with those contemplated in the budget. If a budget has been made 
for a period of years it may also be included in the comparisons. A 
method of recording data for these comparisons is shown in Table 2. 

Accounts provide material that is essential to a thorough-going 
analysis of the farm business as it has been operated in the past. 
They are valuable in helping to locate the strong and weak points 
of the system being followed. They aid in locating the leaks in the 
profits. For example, the crop yields and requirements of that year 
may be compared with those contemplated in the budget and with 
those obtained by other farmers. The returns for the feed consumed 
by the livestock may be compared with the returns contemplated in 
the budget and those obtained by other farmers. Accounts provide 
a basis for deter mining how the labor, building, machinery costs, and 
other expenses compare with those conte mplated in the budget and 
those prevailing on other farms. Attention to such points makes 
economical production possible.* 





2 For more complete discussion of farm accounts, see a following bulletins: 

Lapp, C. E. A SYSTEM OF FARM COST ACCOUNTING. U.S. Dept. Agr. Farmers’ Bul. 572, 
15 p. 1914. 

THOMSON, E. H. FARM BOOKKEEPING. U. 8. Dept. Agr. Farmers’ Bul. 511, 37 p., illus. 1912. 

For method of analyzing farm business see om H. M., and HawrHorne, H. W. 
A METHOD OF ANALYZING THE FARM BUSINESS. U. . Dept. Agr. Farmers’ Bul, ‘1139, 40 Dp. 
illus. 1920. 
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TanLy 2.—Comparison of acres of crops, numbers of livestock contemplated, and 
expected receipts and expenses for long-time plan, and plan for coming year, 
with results actually obtained, 180-acre farm ' 













| | val 


| Actual 
| Long- Plan for | coal 
Item Last time coming results, 
year lan year end of 
pie — year : 


Tobacco 


Wheat : a A a ee eee Se ae 7 10 Wt ict cadsnel 
Soy-bean hay. -- aing ade tie Shitndutiiducs | 7 10 5 
Soy-bean seed __ S abhh 5 Cade albatitacteakiatete re ia ois eeclibies ainaetsenaae O53 ce 
Mixed hay Re re ne en | 50 30 30 
SIE OT aeley es FTE Pie a isk tien cbeahilth ck eddadoeiaten 46 5 46 


















Livestock: Number | Number | Number | Number te 
2g. eee } 5 5 5 x 4 . 
Cows Ce a oneal ee ata 8 ae ak Sada iabaitieeie attic’ 2 10 6 sahil dara ’ 
Young cattle dit : i ae a aaa 2 5 4 ra 
Sows paeey = . I 3 3 “ 

Other hogs__. na E ‘ ee a ge a at | 5 24 See 5 i 


Chickens Sealinpincgsbuls h-kka an Aah aie Ae sale | 5 100 100 |...... 



































Results: Dollars +} Dollars | Dollars 
IN, «Li. ds Sens on bean okt : ginidiaes 1, 840 2, 886 SE bedin been 
Farm expenses la a a Sh eaislall 689 864 Bed. ceaias 
Net returns a 7 Do | 1, 151 2, 072 1, 785 ; 


| 





1 The operator of the farm whose returns last year and whose budgets for a period of years and for the 
coming year as shown above has been depending upon crops as sources of income. He plans in the future 
to combine some cash crops and dairying. One reason that the plan for the coming year differs from the 
long-time plan is that the operator considers it advisable to buy only 4 cows during the coming year and 
grow into dairying. 

Accounts, if accurately kept and intelligently interpreted, may 
become the best source of information in helping to determine the 
production that may reasonably be expected to result from a particu- 
lar practice, enterprise, or system of farming. In making farm 
budgets an opportunity is offered to use these accounting data in 
connection with experimental data and information on prices in 
planning future operations. Accounts help a farmer to localize and 
interpret experimental results in terms of conditions on the farm. 
This will be discussed further in a later section. Most State colleges 
of agriculture have account books suitable for recording inventories, 
expenses, and receipts which they furnish at a small cost. Such 
books can usually be obtained from the county agent or by writing 
to the State college of agriculture. 


INFORMATION NEEDED IN MAKING A BUDGET 


The returns actually obtained in farming probably will not ap- 
proximate the returns contemplated in a budget unless the prices, 
requirements, and yields used in making the budget approximate 
those that actually prevail. Those used in making the budget should 
represent the best judgment of the one doing the planning, as to the 
production and prices that may reasonably be expected for the par- 
ticular farm and period, after considering all the information avail- 
able. The information available that will be useful may be divided 
into two classes—that relating to prices and that relating to 
production. 

PRICE INFORMATION TO BE USED 


In order to plan for the coming year and at the same time to keep 
@ permanent and profitable system of farming in mind, judgments 
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must be formed as to prices expected for the coming year and for 
the period of years just ahead. 

Average prices, price trends, and long-time demand changes must 
be known to form judgments as to prices for a period of years. In 
the case of prices for the coming year, in addition to the above, the 
facts as to supplies on hand, production in competing areas and 
countries, and demand changes likely to come about during the year 
are important. Such information is to be found in market-news 
reports, agricultural-situation reviews, and in agricultural-outlook 
statements issued by State and Federal agencies. 


SOURCES OF PRICE INFORMATION 


The following are the principal sources of information on prices: 


Market reports as issued by the Federal market news service and distrib- 
uted by mail, radio, and through the farm newspapers. 

Crops and Markets, the monthly periodical issued by the United States 
Department of Agriculture. 

Special commodity price studies issued by the United States Department of 
Agriculture and many of the States. 

The Agricultural Situation, a monthly publication issued by the United 
States Department of Agriculture and similar reports issued by several of the 
State colleges of agriculture and extension services, 

Yearbooks of the United States Department of Agriculture; yearbooks of 
State departments of agriculture and State agricultural statisticians. 

Annual agricultural-outlook reports, issued by the United States Department 
of Agriculture, and outlook reports issued by State colleges of agriculture and 
extension services in many States. 


Statistical bulletins issued by the United States Department of Agriculture. 
MARKET NEWS REPORTS 


The United States Department of Agriculture market news service 
and State departments of agriculture review the market situation 
for the principal farm commodities weekly and monthly during the 
year. These reviews are distributed by mail, by radio, and in weekly 
and farm papers. The prices on future-trading markets indicate the 
judgment of dealers nt speculators as to the trends in prices during 
the months just ahead. 

CROPS AND MARKETS 


Crops and Markets is the monthly publication of the United States 
Department of Agriculture which carries the principal statistics on 
crop and livestock production, movements, prices, stocks, and foreign 
trade on all products covered by the department’s work. It carries 
information as to the acres of crops planted and harvested, the con- 
dition of these crops during the year, estimates of the number of 
livestock on farms, the amounts of different products marketed and 
on hand, and other related information on crop and livestock produc- 
tion and prices. Copies of Crops and Markets may be seen in the 
office of the county agent. The subscription price is 60 cents a year.’ 


SPECIAL COMMODITY-PRICE STUDIES 


In recent years the United States Department of Agriculture and 
some of the State colleges of agriculture have undertaken careful 





8 Payable in cash or money order to the Superintendent of Documents, Government 
Printing Office, Washington, D. C 
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studies of the factors affecting the prices of specific farm com: odities 
and thorough-going analyses of conditions confronting producers of 
certain commodities. Among the available bulletins that ciscuss fac- 
tors affecting prices of specific commodities are the following: 
Department Bulletin 1440, Factors Affecting the Price of Hogs; 
Department Bulletin 1351, What Makes the Price of Oats?; Depart- 
ment Circular 416, Demand, Marketing, and Production of Oregon 
and Washington Prunes.* <A letter to the State college or extension 
service may bring you State bulletins relating to local studies. 













THE AGRICULTURAL SITUATION 





The Agricultural Situation is a summary of national farm condi- 
tions issued monthly by the United States Department of Agriculture. 
It carries a getieral summary of conditions throughout the country, 
and from time to time it prints special reports for particular sections 
or commodities. It also carries data showing price trends during the 
past few years. This publication may be obtained from the United ih 
States Department of Agriculture; the present subscription price is 
25 cents per year. It is sent to all county agricultural agents. Many 
of the State colleges of agriculture issue similar reports, which may 
be obtained from the county agent or by writing to the State college 
of agriculture. 

YEARBOOKS 










Each year the United States Department of Agriculture publishes 
the Yearbook which carries, among other things, a large amount of 
statistical information on prices. Each Congressman and Senator 
send out a number of these Yearbooks free. Other copies may be 
obtained from the Superintendent of Documents, Washington, D. C., 
at $1.50 per copy. 

Most of the State departments of agriculture issue yearbooks which 
carry much of the information for the particular State carried in the 
Yearbooks of the United States Department of Agriculture and 
usually some additional information. 


ANNUAL AGRICULTURAL OUTLOOK REPORTS 














In January of each year the Bureau of Agricultural Economics of 
the United States Department of Agriculture and many of the State 
colleges of agriculture issue agricultural-outlook reports which discuss 
the probable trends in prices during the coming year for each of the 
principal farm commodities. When the intentions-to-plant reports, 
which carry information as to planting intentions of farmers regard- 
ing the principal crops are issued in the spring, additional statements 
as to the outlook may accompany them. Outlook reports for crops 
planted other than in the spring are issued at other times during the 
year. Reports that show farmers’ hog-breeding intentions are issued 
in June and December. Similar reports are issued from time to time 
for other classes of livestock. These reports may be seen in the office 








* CRITCHFIELD, B. H. DEMAND, MARKETING, AND PRODUCTION OF OREGON AND WASHINGTON 
PRUNES. U.S. Dept. Agr. Cire. 416, 48 pp., illus. 1927. 
Haas, G. C., and Ezexret, M. FACTORS AFFECTING THE PRICE OF Hocs. U. 8. Dept. 
Agr. Bul. 1440, 68 pp., illus. 1926. 
ao oeee, H, B. WHAT MAKES THE PRICE OF OATS? U, 8. Dept. Agr. Bul. 1351, 40 pp., 
us. 25. 
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of the county agent or may be obtained by writing to State colleges 
of agriculture or to the United States Department of Agriculture. 


STATISTICAL BULLETINS 


The United States Department of Agriculture is issuing a series of 
Statistical bulletins which give all pertinent statistics for the chief 
agricultural commodities. The series includes a group of four price 
bulletins, which tabulate the prices paid to producers for the chief 
farm products over a series of years. 

Of the sources of price information mentioned, the outlook reports 
and the Agricultural Situation carry conclusions as to probable price 
trends during the months just ahead. Crops and Markets and inten- 
tions-to-plant reports carry information such as is considered in 
arriving at the conclusions indicated in these reports. Bulletins 
based upon special price studies usually carry conclusions for 4 
somewhat longer period. The other sources mentioned carry data 
that are useful in making an analysis of the price situation of the 
principal farm commodities. 

In reaching conclusions as to prices care should be exercised lest 
too much weight be given to those of the present or of the immediate 
past. It should be remembered that the prices of farm products 
fluctuate widely from year to year and that the changes are seldom 
uniform. Research studies made by the United States Department 
of Agriculture and the State colleges of agriculture show price cycles 
or fairly definite price trends or both for many farm products. For 
these reasons, as much time as possible should be given to the study 
of average prices, price trends, and market-outlook information and 
to the consideration of studies made by others before the prices to be 
used in making the budget are decided upon. 


PRODUCTION INFORMATION TO BE USED 


Generally normal or average crop and livestock requirements, 
yields, and production should be used in making a budget. The 
yields for crops and the production for livestock vary from year to 
year, but the variations depend largely upon such factors as tempera- 
ture, rainfall, insect pests, and livestock diseases, which can not be 
anticipated with any degree of accuracy. The best the farmer can 
do is to review his own experience and such records as are available 
for his farm, study records and accounts showing the results on other 
farms, and data showing the results of experiments in growing crops 
and feeding livestock; then consider all of these facts in the light of 
conditions on his own farm, and make the best approximations 
possible. 

In the case of crops, an effort should be made to find out the yields 
that may reasonably be expected from different quantities of seed and 
fertilizer and the quantities of these and other materials that will 
probably result in the largest returns, in the light of conditions on 
the farm and of prices that may reasonably be expected. In the case 
of livestock, an effort should be made to determine the production 
that may reasonably be expected to result from different rations and 
the particular ration that will result in the largest returns, consider- 
ing the home-grown feeds and pasturage available and the prices 
expected for feeds, livestock, and livestock products. 
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SOURCES OF PRODUCTION INFORMATION 





Among the important sources of information on production are 
the following: 


Records for the farm and similar records in the community. 

Records showing county and State crop yields. 

Books, bulletins, and reports showing the results of livestock feeding and 
crop experiments of the United States Department of Agriculture and State 
colleges of agriculture. 

Demonstrations showing the results of practices in the community. 


RECORDS FOR FARM AND COMMUNITY 












Records showing the results that have been obtained on one’s own 
farm from different fertilizer and cultivation practices for crops and 
feeding practices for livestock are extremely useful in forming judg- 
ments as to crop and livestock production that may reasonably be 
expected in the future. Similar records for other farms in the com- 
munity or with similar conditions are also useful. 

During the past few years thousands of farniers in different parts 
of the United States have kept records of farming operations in 
cooperation with the State colleges of agriculture and the United 
States Department of Agriculture. These records are usually sum- 
marized and analyzed by State and Federal agencies and the results 
are made available in bulletins and reports. Such reports may be 
obtained from the county agent or by writing to the State college of 
agriculture or the United States Department of Agriculture. 


COUNTY AND STATE YIELDS 











The Yearbooks of the United States Department of Agriculture 
carry data that show State crop yields for the principal crops for 
several years. The yearbooks of the State departments of agricul- 
ture carry data that show county crop yields for a period of years. 
Such data indicate in a general way trends in yields and the varia- 
tions that are probable for a particular year. 


EXPERIMENTAL RESULTS 


















Ever since its establishment in 1862, the United States Depart- 
ment of Agriculture has been conducting experiments in growing 
crops and in feeding livestock. Since the passage of the Hatch Act 
in 1887, and in some cases before, experimental work of a similar 
kind has been done by the State agricultural experiment stations. 
More recently, branch experiment stations and experiment fields have 
been established by most of the States, and now experimental results 
are available on crop and livestock production which are applicable 
to most sections of the country. These experiments show the results 
of feeding different rations to livestock and of different practices in 
growing crops. These results are published from time to time in 
bulletins and special reports, which may be obtained from the county 
agent or by writing to the State colleges of agriculture or to the 
United States Department of Agriculture. Books are also pub- 
lished from time to time discussing the results of experimental work. 
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DEMONSTRATIONS IN COMMUNITY 


In most parts of the country, in cooperation with the county 
agents, farmers conduct demonstrations to show the possibilities of 
practices or lines of production other than those commonly followed 
in the community. Such demonstrations are very valuable if new 
practices or new lines of production are contemplated. The careful 
consideration of practices and systems worked out by successful 
farmers is also helpful. : 

Of the sources mentioned, the publications which carry results of 
experiments are likely to be most useful in determining the yields 
that will probably result from the use of different fertilizers or other 
practices, and*the livestock production that will probably result from 
different rations. One’s own experience and records showing the 
results on other farms will be useful in localizing and interpreting 
the experimental data in terms of conditions on the farm and in 
determining the crop and livestock production that will probably 
result from the practices commonly followed in the community. 

A careful study of production information, such as that described 
above, will provide a basis for conclusions as to the crop yields that 
are most likely to be obtained, the quantities of the different kinds 
of feeds normally required to produce 100 pounds of pork or to put 
100 pounds of gain on steers, or to keep a cow or a horse a year. A 
similar study of the information mentioned and such other informa 
tion as may be available on prices will provide a basis for conclusions 
as to the prices that are most likely to prevail during the coming 
year and during a longer period. A method of recording conclusions 


of this kind is shown in Tables 3, 4, and 5, pages 17 and 18. 

The analysis of these data and the formulation of judgments as to 
production and price relations that appear probable at a particular 
time constitute one of the preliminary yet essential steps in the 
budget-making process. Such an analysis provides a basis for ad- 
justing the practices and enterprises to the economic conditions of 
the time. 


FORMS FOR FARM-BUDGET MAKING 


In the following pages a set of sample forms is shown. These 
forms illustrate a method of organizing facts that should be consid- 
ered and the kinds of forms needed to work out a farm budget. The 
facts may be organized and a farm budget made by observing the 
following procedure: 

First, list the products that appear to have possibilities as sources 
of income, as indicated by the marketable-products column, Table 3. 
Next list the different kinds of feed, seed, fertilizer, and other items 
that are to be used in getting these products, as indicated by the 
expense-items column below. Next, an examination should be made 
of the data as to average prices, price trends, and the market outlook 
for each of these marketable products, and expense items should be 
examined. When as much time as practicable has been given to the 
study of the price situation, enter the prices that appear probable for 
the items that will need to be bought and for the products to be sold. 
Entries should be made showing the prices expected during the com- 
ing year and the average prices expected for a period of years. 
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TABLE 3.—Prices for products to be sold and expense items 


—_——$$ -—— 
——— 


Products to be sold i 


Expense items 


1 7) / 
| } 
oy Expected/| eee Expected 
| prices | prices, prices 
coming aaah coming 
7, | 4 
year? || 5 years 


| prices, 

next 
5 years | 

} 


Cash crops: Dollars Dollars Feeds: Dollars 
Wheat per bushel. . 25 1.35 Bran per hundred weight_.| 1.75 
Tobacco. .....per pound -1l | . 09 Cottonseed meal__-_.do--- 2. 10 | 
Soy beans per bushel _- 2. 00 | 2. 00 Tamkege: 0-52.23... 3. 50 | 
Corn Sees Sans . 20 | .70 Meat scraps. -.-...-..do----| 4. 00 
Mixed hay_......per ton... 16. 00 | 5. 00 Oyster shells - 1. 

Livestock: | Fertilizer: 

Whole milk | Acid phosphate_-per ton--} 22. 
.-per hundred weight - 2.10 . 10 |} Seeds: 
Veal per pound -- . 08 . 08 Red clover....per pound --| 
Hogs per hundred weight 8. 50 . 50 Orchard grass_. -GBs.<-) 
Old hens__....per pound -- .18 .18 Alsike clover ann ao 
Young poultry ee - 22 . 22 Redtop 
) SE per dozen.. -22 . 20 || Miscellaneous: 
Canvas per yard... 
Arsenate of lead 
per pound__-| 
i 


Threshing wheat | 
per bushel__| 





| 





1 The prices in the ‘‘coming year”’ columns were used in making out the budget shown on pp. 2 and 3. 


TABLE 4.—Normal yields and production requirements for crops—per acre basis* 


! 
Fertilizer and other materials 





| 
Crops | Seed ans aman 
Kind | Quantity 


| ee | 300 pounds_ --} 
(acid phos- 
phate). 
Arsenate of lead_..| 5 pounds__-.-- | 
Canvas. .-- 


1,000 pounds. 


| 200 pounds-_-. 
Twine _--_- | 2 pounds-.--_- |714 bushels. 
Threshing | 12 cents per i] 
| bushel. | 
Soy-bean hay 96 WON ss rncicaiendicet Heth ieee a Be laden ota ee 1\ tons. 
Soy-bean seed sedhaeinel | | 15 bushels. 
Mixed hay Red clover, 5 pounds; or- } on. 
chard grass, 5 pounds; 
alsike clover, 3 pounds; | 
redtop, 2 pounds. 


1 The yields and production requirements shown here were used in working out the budget shown on 
pp. 2 and 3. 
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List the crops that are being considered for the farm as indicated 
by Table 4. Next enter the yields and the seed, fertilizer, and other 
material requirements necessary to get these yields. The yields should 
represent one’s best judgment as to normal expectations from the 
requirements shown and practices contemplated. Often it will be 
advisable to record 2 or more yields for a particular crop, each rep- 
resenting the production expected from a particular quantity of 
fertilizer, seed, or practice. 


TABLE 5.—Normal feeding requirements and production for livestock’ 


Purchased feeds 


Home-grown feeds | Production 


Livestock ee ee -| 


Dairy cows, per 
head 


Heifers, per head_ 

Veal calves__..-.- 

Hogs, 1 sow, 8 
pigs.’ | 


Poultry (per 100 |__- 


hens). 


Work horses, per 
head. 


| 
Kind Quantity 


Corn........| 14 bushels_..- 
Soy - bean | 1 ton 

hay. j 
Mixed hay--|_-_-- 
...-d0......| 4% ton 
Whole milk.| 500 pounds- -- 
Corn_.......| 128 bushels-- - 


100 bushels _.. 


Skim milk. _| 1,082 pounds.| Meat scraps-|_- 


| 
| 
} 


Mixed hay_-.| 2 tons 


Kind 


Quantity 


Bran _.-- 250 pounds. 


Cottonseed i 


Tankage _...| 500 pounds ; 


Oyster shells |... - 


SE suse oieisi ini op pkinata nie adie 


ae 22 


| Kind 


Whole milk - 
V 


"| Live weight 


Old hens... 
Young poul- 
| _ try. 
| Eggs 


Quantity 


5,000 pounds. 


.| 80 pounds. 


1,600 pounds. 


200 pounds. 
150 pounds. 


900 dozens. 





1 The feed and other requirements and production shown here were used in working out the budget 
shown on Pp. 2 and 3. 


? The veal production shown is based upon the assumption that 1 veal calf weighing 160 pounds would 
be sold for each cow every other year 


‘ The requirements shown are based upon 8 bushels of corn and 31 pounds tankage per 100 pounds of 
gain. 


List the different classes of livestock being considered as shown in 
Table 5. Next enter the normal yearly feed and other requirements 
and production for each class of livestock. Often it may be advisable 
to record varying amounts of feed for a particular class of livestock 
and the production that will normally result from such feed, the 
feed requirements being based _ different rations. 

Tables 3, 4, and 5, when carefully filled out, provide basic data to 
be used in working out budgets for the different systems considered. 
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FORMS FOR THE FARM BUDGET 


Section A: Acreage and cash expenses for crops 


f 
Seeds and plants | Other expenses 
} 


| 
Acreage 
‘ } 4 . 
Quantity Cost | Kind Quantity 


When a cropping program has been tentatively decided upon, list 
the kinds of crops and acreage of each as indicated by Section A. 
Data for the remainder of the form may be obtained by multiplying 
the figures in the acre column by the production-fequirement data 
recorded in Table 4, and the amounts obtained in this way by the 
prices shown in Table 3. 

In deciding upon a cropping program, the number of acres of each 
crop that a given crew can handle and the extent to which different 
crops compete with and supplement and complement each other 
should be taken into account. (See budget, pp. 2 and 3.) 


Section B: Production and disposal of crops 


Disposal 


Production 


(quantity) For sale 


For feed For seed 
| (quantity) | (quantity) 
Quantity Value 
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List the crops again in the same order as on the preceding form, 
and enter the expected production as indicated in Section B. The pro- 
duction data may be obtained by multiplying the figures in the acre 
column of Section A by the crop yields listed in Table 4. The quan- 
tity of each crop that would be fed to livestock, used in the home and 
sold, should be indicated. The value of the quantities to be sold may 
be obtained by multiplying the quantities shown on this form by 
the prices shown in Table 3. If systems are to be compared that 
make available different quantities of products for home use, a value 
column headed “ Used in the home” may be added. (See budget, 
pp. 2 and 3.) ; 


Section C: Feeds and other expenses for livestock 


| 


Purchased feeds Other expenses 


Home-grown 
leeds 
Livestock | Num- 
be a en 
spacer: Kind powaatity Cost | Kind 
Px 








When a livestock program has been tentatively decided upon, list 
the different classes of livestock and enter the number of each oppo- 
site the class, as in Section C. Next calculate the amounts of home- 
grown and purchased feeds and other expenses. This may be done by 
taking the data in Table 5 and multiplying them by the numbers of 
livestock recorded on this form. The quantities of home-grown feed 
to be used should be compared with the quantities expected to be 
available for feed, shown on the preceding form. The value of the 
purchased feeds will be obtained by multiplying the quantities shown 
on this form by the prices recorded in Table 3. (See budget, 
pp. 2 and 3.) 

It will often be advisable to work out two tables similar to this 
form, one showing how the feeds on hand at the beginning of the 
_ are to be used and the other showing the feeds to be consumed 

y the livestock from the harvest season to the end of the year. 
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Section D: Production and disposal of livestock and livestock products 


£ Disposal 


{ 

| ¢ 
| 

; : te Production | Se 

Livestock and products | (quantity) | F enies | — Sales 

livestock home — 

ke 


| (qué antity) | (quantity) Quantity Value 








List the livestock and livestock products in the same order that 
they are entered on the preceding form, as indicated by Section D. 
Data for the production column may be obtained by multiplying the 
figures in the “ number ” column, Section C, by the production data 
recorded in the last column of Table 5. The quantity to be fed, used 
in the home, and sold should be entered. The quantities to be sold, 
multiplied by the prices shown in Table 3, will give the data for the 
“value” column. (See budget, pp. 2 and 3.) 


Section E: Summary of receipts and expenses 





Receipts | Total value Expenses Total value 


Total 


Net returns 





Bring forward the “ value ” and “ cost ” totals on the four preced- 
ing forms and enter “ value totals” under receipts, and the “ cost 
totals” under expenses. In addition to the direct costs for crops 
and livestock brought forward, include on the expense side the esti- 
mates for labor to be hired, new machinery and repair, new fences 
and fence repair, building repair, taxes, farm insurance, and other 
overhead items. In some cases it may be advisable to include an 
estimate of sales from miscellaneous sources on the receipts side. 
The total expenses subtracted from the total receipts give the net 
returns. (See budget, pp. 2 and 3.) 





22 FARMERS’ BULLETIN 1564 


Acres of crops, numbers of livestock provided in the plan for the coming year 
and in the long-time plan, expected receipts and expenses, and those actually 
obtained on your farm 


1 7 


Long- | Plan for | Actual 
time coming aaa of 
plan | year yeur 


Acres Acres 





Results: Dollars | Dollars Dollars 


| 
EURIDS tC 4 256 cnn an crc con Ganenkeumdacsannahovcgwen | odaeudeniocmastiiiere 


Farm expenses 
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At the beginning of the year, enter the acres of the different crops 
grown, the numbers of livestock kept, and the cash receipts and ex- 
penses for your farm for last year in one column as indicated above. 
Record the acres of crops and the numbers of livestock provided in 
the long-time plan for your farm, and enter the average receipts and 
expenses expected in the next column. In the third column, enter 
the acres of crops, the proposed numbers of livestock, and the receipts 
and expenses expected for the coming year. At the end of the year, 
enter in the last column the acres of crops actually grown, the num- 
bers of livestock kept, and the receipts and expenses that actually 
resulted. 

Forms to be used in making a farm budget as described in this 
bulletin may be obtained by writing the United States Department 
of Agriculture. 


ADDITIONAL COPIES 


OF THIS PUBLICATION MAY BE PROCURED FROM 
THE SUPERINTENDENT OF DOCUMENTS 
U.8.GOV ERNMENT PRINTING OFFICE 
WASHINGTON, D. C. 

AT 


5 CENTS PER COPY. 
Vv 
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HE UPS and downs in agricultural production 
are partly the result of changes made by farmers 
in acreages of crops and in numbers of livestock. 
Changes of this kind are necessary and unavoidable, 
but too often they are overdone in some lines and 
underdone in others. Decisions on these changes are 
often based upon the prices at or immediately be- 
fore planting or breeding time and upon the crop 
yields and livestock production of the preceding sea- 
son. The adaptation and application of the budget 
method, used in other business undertakings, is sug- 
gested as one way for farmers who act independently 
to meet the situation. 
A farm budget is a carefully worked out plan 
based on estimates of how well a particular combi- 


nation of crops or combination of crops and live- 
stock will pay. These estimates are based upon the 
available information on what the prices and crop 
and livestock production are likely to be during the 
year or period of years just ahead. 


In this bulletin the method of procedure in making 
a budget is first described. Next, the use of budgets 
in deciding upon the crops and livestock for the 
coming year and in keeping a profitable system of 
farming in mind is described. Finally, the needed 
information is given, some of the sources of this 
information are listed, and forms to be used in 
making a budget are shown. 


Washington, D. C. Issued July, 1928; slightly revised March, 1933 





ERNIE LONE LH FORE 














FARM BUDGETING 


By J. B. Hutson, Agricultural Economist, Division of Farm Management and 
Costs, Bureau of Agricultural Economics 
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WHAT IS A BUDGET? 


BUDGET is usually a plan for future using or spending. A 

farm budget is a plan for future use of land, man labor, horse 
work, equipment, and other resources. The budget has been used 
for many years by business farmers in this and other countries. It 
includes the plan for the system of farming for the coming year 
or period of years. It shows the crops to be grown, the livestock 
to be kept, and the estimated production, receipts, and expenses 
from the various sources. The budget is the businesslike way to 
work out and record farm plans. A budget for a 180-acre farm in 
western Kentucky is shown in Table 1. 


HOW A FARM BUDGET IS MADE 


A budget for the coming year is made on the basis of the prices, 
crops and livestock requirements, and production expected for the 
year. The method of procedure to be followed in making a budget 
will vary with the system of farming being considered. The budget 
should show, in the simplest way possible, the expected crop and live- 
stock production, the expenses, and the receipts for the particular 
system contemplated. The budget in Table 1 is suggested for a 
diversified crop and livestock system of farming. 

First, the acreages of the different crops contemplated and the crop 
expenses that appear probable should be recorded. (See section A of 
the budget on page 2.1) The next step is to estimate the production 
of the different crops and how much will be needed for seed, how 
much will be fed to livestock, and how much will be sold. (See sec- 
tion B.) Then the number and kind of livestock to be kept should 
be indicated. Next the feed requirements and other expenses for the 
livestock should be recorded. (See section C.) Often it will be ad- 


1The budget shown here is for the year 1927 and was worked out in cooperation with 
the operator of the farm in March, 1927. Available data as to the prices that had pre- 
vailed in the area during the past few years were analyzed, and a careful study was made 
of conditions likely to influence prices during the years just ahead. The prices of products 
to be sold and expense items used in working out this budget are shown in Table 3, page 17. 
Farm-accounting work had been done in the area during the three previous years, and 
these data had been carefully analyzed. The results obtained on two subexperiment- 
Station fields located in the same type-of-farming area and livestock experimental data 
applicable to conditions in the area were reviewed. The crop yields and requirements used 
in working out the budget are shown in Table 4, page 17. The livestock production and 
requirements used are shown in Table 5, page 18. 1 
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visable to divide this section into two parts, one showing how the 
feeds on hand at the beginning of the year are to be used and the 
other showing the feed crops to be consumed by the livestock from 
the harvest season to the end of the year. 


TABLE 1.—Budget for 180-acre farm in western Kentucky 
SECTION A—ACREAGE AND CASH EXPENSES FOR CROPS 














nnn 
| Seeds and plants Other expenses 
Crops Acreage| — 2 ———_— 
| | Quantity Cost Kind Quantity Cost 
=a 
ee ———— = 
| | — | Dollars Dollars 
ONIN: os ia cimesiaeeudee | 30 eas ee etait au eee ea ke sao ae % 
eee |  tiowackaa am | a eae Superphosphate (a cid | 2,400 pounds. ee 26. 40 
| | | _ phosphate). 
| | Canvas__. Re | Se 4.00 
Arsenate of lead_.- 40 pounds. -_.--.-- 10. 00 
a dsccicacasil 20 25 Pieat aa Superphosphate (acid | 4,000 pounds_--_.-- 44.00 
phosphate). 
ll ee ; 40 pounds. -_____-- 4. 80 
| Phreshing...........-.....| 90 bushels. ....... 33. 60 
Soy-bean hay.--..-.. 5] 334 Sratitetelokd aie choaaeanoene 
Soy-bean seed_...._- 5 334 | 
Mixed hay_.....-.-- 30 | (1) | 96. 30 | indilnigaiinaher iu east c were aulns kage nGmabdawamne es 
DOM Sicssan Ree satee shee WO bac adsdenmitaxes Se eieiles icp Gilosamgmacssts Mae 
Be 5s as. — 
SECTION B—PRODUCTION AND DISPOSAL OF CROPS 
teresa - Silane 
Disposal 
| Produc- alt ai 
tion . 
Crops | (quan- Feed | Seed Sales 
tity) (quan- | (quan- |————;———- 
| lity) | tity) }Quantity| Value 
) | | | | Doll 
} | dollars 
LA ee Ree ery Siete enone en bushels- - 840 | 793 | 3 | 44 | 30. 80 
Tobacco pounds BIUEE: ian cccas- teem | 8,000 720. 0 
Wheat bushels_. Ge Beekves | 25 | 255 344. 25 
Soy-bean hay - eisaisn tance Wadia oe ace _.tons_. 64% | a A 4.00 
LO eee ee ...--bushels_- Mates. : 7% 671% 135. 00 
PE NE 66 kk cnc acd tadotoasuusmacaled tons_. 30 18 ; 12 192. 00 


eS aera cane tthe ee ee eee ; | 1,426.05 


SELTION C—FEEDS AND OTHER EXPENSES FOR LIVESTOCK 











| Home- -grown : feeds Purch sed feeds | Other expenses 
Livestock og | Ou: l 
i Kind Quantity Kind | rl Cost | Kind Cost 
| j = a EE 
| | | Pounds Dollars | | Dollars 
cs a cvcniots 6) Oe:......- | 84 bushels__.| Bran_......-| 1,500 | 26.25 | Breeding fees..| 15.00 
| Soy poem! VO QRowucss Cottonseed | 1, 500 28. 50 | Miscellaneous-| 6.00 
hay. | meal. | | | 
MGised ay -2)0.)- 00s. 2 oko eet | edna tebe SE aus SE 
Young heifers _| 4 .do | 2 _. ae Bg a shad dleain ale carnit eacd sie lis kecicd a nae ae 
Veal calves | 3 | Whole milk - 1,500 pounds | - nafs area eal 
Sows with pigs | 5 A TE Snares 384 bushels_.| Tanks 1Ze - i. 500 | 52.50 | Breeding fees_.| 10.00 
| Miscellaneous.| —2. 00 
Poultry_....-.| 100 _.do ......| 100 bushels..] Meat seraps.| 500 | 20. 00 -do a ia 
Skim milk --| 1,032 pounds? Oyster shells_| 500 | 6.25 |- cok ce inasseen 
Work horses 5 | Corn_. ..| 225 bushels_. on eo | Shoeing - ice} Ioan 
Mixed hay__| 10 tons_...-.- | Miscellaneous 5. 00 
| 


Total - -. Corn_._.....| 793 bushels 


ines hay. 





18 tons_._- 













1 Includes 150 pounds red-clover seed at 27 cents; 150 ala orchard-grass aiid at 14 cents; 90 0 pounts 
alsike-clover seed at 22 cents; and 60 pounds redtop seed at 25 cents. 
2 Taken from whole milk used in the home, 
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TABLE 1.—Budget for 180-acre farm in western Kentucky—Continued 


SECTION D—PRODUCTION AND DISPOSAL OF LIVESTOCK AND LIVESTOCK 
PRODUCTS 























| | Disposal 
Produe- | 
: | i | . 
Livestock and products a Fed to | Used in Sales 
| tity) | livestock home ee 
| (quan- quan- 
| tity) tity) Quantity) Value 
| Dollars 
te THEIL: 92.35 d4inacucaciavebaeaseasace pounds. 30, 000 1, 506 3, 500 25, 000 535. 50 
Veal Lubitnkeedaeinee daoewe aad cia addeie do-. Ea tecbins bowen 480) 38. 40 
SPUN  cacan ett avec 2 ie paicitida und uscaaacaia tae era 0 Ditdcccces | 800 4, 000 340. 00 
Old hens------ eee ci eine sage ne SE duce ees: 200 36. 00 
Wes PONINEY 555256255228. sGeeesua do 100 ¥.. 32... 100 50 11. 00 
Ptah baka uma bneeeence .--dozen- 900 ; | 170 730 146. 00 
th pestaetenciesedsscakenaegudeline aieehia Jag eieeeiol Beal 1, 106. 90 
SECTION E—SUMMARY OF RECEIPTS AND‘ EXPENSES 
ee er ee ] > hae a | 
sa | Total aes | Total 
Receipts value Expenses | value 
site | ae : wi —— — 
| Dollars Dollars 
2 SS Se | 1,426.05 || Crops (see. A): | 
Livestock and livestock products (sec I oi ceeds cncsncts ons a dccale belch eae 96. 30 
Di cncntsnateesiaesbbddinteancadbaneases | 1, 106.90 Other crop expenses.__.........--.-- 122. 80 
Livestock (see. C): 
aE a ee 133. 50 
Other livestock expenses-........----} 55. 00 
|| Other expenses (estimated) : 
Hired labor (threshing) ----.-..--.--- 25. 00 
|| Machinery (new and upkeep) ----- 60. 00 
| Fence (new and upkeep)------.----- 30. 00 
Buildings (repair) -- Sei Sho eee } 100. 00 
Taxes, insurance, and other over- 
DR vatnae caleendanceckensonset 125. 00 
Teast soak 2, 532. 95 | ORI corse oe eae 747. 60 
Net returns. --_- } 1,785.3 











3 Includes 20 dozen eggs used for hatching. 


At this point it will usually be advisable to compare the data show- 
ing the feeds on hand at the beginning of the year and crops to be 
grown for feed, with data showing the expected feed requirements. 
Generally, before a cropping program and livestock program are 
finally decided upon, adjustments will need to be made in first one 
and then the other until a livestock program adapted to a particular 
cropping program is found. When the kind and numbers of live- 
stock contemplated have been recorded, the quantities of the livestock 
and livestock products expected to be used in the home and to be sold 
showld be indicated. (See section D.) 

The expected value of the crop and livestock products to be sold 
and the expected cost of the purchased feeds, seeds, fertilizers, and 
other materials should then be indicated. (See cost and value 
columns of sections A, B, C, and D.) Next, these expected expenses 
and receipts should be brought together. (See section E.) In addi- 
tion to the direct costs for crops and livestock, estimates should be 
included on the expense side for labor, new machinery and repair, 
new fences and fence repair, building repair, taxes, farm insurance, 
and other overhead items. 
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WHY A FARM BUDGET? 


The purpose of working out farm budgets is to aid in determining 
in advance the returns that may reasonably be expected from the 
different systems of farming that may be ‘followed, or the results 
that may reasonably be expected if changes are made in a particular 
one. Generally larger profits will result if plans for the system 
including probable expenses and receipts are carefully developed and 
compared with plans for other possible systems before the one chosen 
is actually put into operation. In this way many costly errors may 
be avoided. Specifically, the use of farm budgets carefully worked 
out has the following advantages: 

Budgets help farmers more accurately to appraise different systems and 
practices so that the most profitable systems and practices may be decided 
upon. They offer a definite basis for comparisons between systems made up of 
different combinations of crop and livestock. 

Budgets help to keep a good balance between crops in a crop system of farm- 
ing and a good balance between crops and livestock in a crop and livestock 
system. 

Budgets help to determine in advance how much seed, fertilizer, and other 
supplies are likely to be needed during the year, 

Budgets help to determine how much feed will be needed for the livestock, 
how much will need to be bought, and how much is likely to be available for 
sale. 

Budgets help in determining the amount of cash that will be needed to oper- 
ate the farm, and when it will be needed, so that the necessary financial 
arrangements may be made. 

Budgets help in determining the total net returns that may be expected so 
that living expenses, payments, or investments may be adjusted accordingly. 

Stated more generally, budgets are advised because conditions af- 
fecting farm, returns are continually changing. These changes are 
reflected in prices, crop yields, livestock production, and crop and 
livestock requirements. 

Two kinds of price changes are of particular significance to farm- 
ers. First, there are price trends or long-time upward or downward 
movements of prices. These long-time upward or downward move- 
ments are usually different for different products. For example, in 
South Dakota for the five- -year period 1921 to 1925, corn increased 

] 

in price over the five-year pene from 1911 to 1915, 8 per cent, wheat 
increased 20 per cent, potatoes 18 per cent, hogs 18 per cent, and beef 

rattle 5 per cent, wheres as the price of barley decreased 20 per cent 
and that of oats decreased 14 per cent. In western Kentuc ky the 
price of dark tobacco, the principal product of the section, has been 
little, if any, higher during recent years than during pre-war years, 
whereas the prices of most other farm products of the section have 
been considerably higher during recent than during pre-war years. 
Similar price changes are continually taking place in most farming 
sections both for products sold and for expense items. 

Other price changes of interest to farmers are price cycles. The 
prices of many farm products tend to move upward for a period of 
years and then downward for a more or less similar length of time. 
For example, hog prices usually tend upward from one and one-half 
to two and one-half years and then downward for about the same 
length of time. For most other species of livestock the upward and 
downward movements are for longer periods. There appears to be a 
tendency for beef-cattle prices to. go up from six to nine years and 








oTPT RED 


SRE, 


Pu EE 


PT ar NRL 


ee 





F 
. 
b. 











o 
5 


le 


id 
dd 
of 


n- 
or 


k, 
wr 


al 


30 








: 


WME, 


OO re meamrenntamveupERT 


BREN AY 


E 
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then down for a somewhat similar length of time. In the case of 
horses the upward and downward price movements tend to extend 
over periods of 10 to 15 years. The most important factor in deter- 
mining the length of these upward and downward movements is the 
length of time required to expand or contract materially any enter- 
prise after unusually high or unusually low prices are reached. 

Price trends and cycles are due to developments that are world- 
wide in scope. Changes in the habits and tastes of people, in chan- 
nels of trade, and in transportation costs and the opening up of new 
production areas all play their part in causing price trends. The 
adjustments in production plans that farmers make in response to 
prices are largely the cause of price cycles. 

In addition to price trends and cycles the amounts of crops and 
livestock held over from one year to the next vary and have an influ- 
ence on the prices of the following year. The amounts of different 
products that will be taken at given prices vary with industrial 
activity and related factors. As a result of these and other factors, 
farmers are continually facing new price situations. 

On the production side new practices are developed for cultivating 
and harvesting crops and for feeding livestock, and these new prac- 
tices result in different man labor, horse work, feed, and other re- 
quirements. The wheat binder, the corn binder, the tractor, the 
small combine, each has had or is having its influence on the amounts 
of labor needed in growing particular crops and on the net returns 
obtained. Crop yields are continually being affected by insect and 
crop pests. For example, the boll weevil has been responsible for a 
reduced yield of cotton and has made it desirable to consider changes 
on most farms in the Cotton Belt. Now the corn borer promises a 
similar problem for the Corn-Belt farmer. Livestock are not with- 
out their diseases and parasites. 

Many of these changes are more or less permanent in nature and 
may be known. Other developments may be anticipated with some 
degree of accuracy. Obviously such things make changes advisable 
in the crops to be grown and the livestock to be kept on a particular 
farm. The crops and livestock that will result in the largest returns 
at one time will not always give good results at some later time. 

In their efforts to cope with these changed or new situations 
farmers are continually making adjustments in crops, livestock, and 
practices. Usually these adjustments are the result of comparisons 
of the returns expected from different systems and practices. Some 
of these comparisons are simple and easily made and some are com- 
plex and involved. Some of them are crudely and imperfectly made 
and others are carefully worked out. 

These comparisons are often based upon facts taken from memory, 
and are made without the use of pencil or paper. Sound conclusions 
may be reached in this way in the case of simple comparisons, but 
most problems in present-day agriculture are too involved to make 
this method advisable. In highly commercialized farming, usually, 
a change in one enterprise makes changes desirable in several other 
enterprises. Then there is the ever-present tendency to give too 
much weight to the prices, the yields, and the production that result 
from conditions more or less temporary in nature, and this tendency 
is likely to be more pronounced when the memory alone is depended 
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upon. Generally, safer conclusions will be reached and larger profits 
will result from the farming operations if the facts considered are 
varefully organized and if “judgments are completely formed and 
recorded and if the comparisons between enterprises and systems are 
carefully worked out. This involves the use of farm budgets. 


WHEN TO MAKE FARM BUDGETS 


December, January, and February are the budget-making months 
in most parts of the country, and in some sections March is used. 
These are the months when a farmer usually has the most time 
to do uninterrupted thinking. When the crops ate harvested a 
farmer can usually find time to take stoc k, review the successes and 
failures of the past season, compare the results actually obtained 
with those expected at the beginning of the year, and make a budget 
for the coming year. 


HOW TO USE THE BUDGET METHOD IN MAKING FARM PLANS 


As suggested above, an important use of farm budgets is in reach- 
ing conclusions as to crops and livestock that are likely to prove 
most profitable under given conditions. In this connection it should 
be kept in mind that farming is a forward-looking undertaking and 
that plans should be made on the basis of conditions expected in the 
future. One should be as familiar as possible with the results 
of the past. However, the results of the past should be interpreted 
in the light of conditions expected in the future. This is what is 
attempted in making farm budgets. 

One use of farm budgets i is in finding the crops and livestock—the 
acres of each crop and the number of each kind of livestock—that 
will probably result in the largest returns during the coming year. 
Another use is in finding the crops and livestock ‘that will probably 

result in the largest returns over a period of years. The former is 
usually considered the plan for the coming year and the latter the 
long-time plan or the system of farming. 


MAKING PLANS FOR THE COMING YEAR 


The kinds of crops and livestock should usually remain the same 
for a period of years, but it is seldom possible or advisable to plan 
to grow the same acreage of _ crop or keep the same number of 

each class of livestock each year. If nothing else, variations in the 
aon of livestock born, ond: crop failures of the previous year, 
will make this impossible in some cases and inadvisable in others. 
Then there are lines of production, like dairying or handling a 
breeding herd of beef cattle, that a eg must grow into; they 

can not well be developed in a yea Furthermore, if a farmer 

makes a study of the conditions that fallen prices he will usually 
be able to form more accurate judgments as to prices expected during 
the coming year for at least some of the products than those of the 
past year or even the average for a period of years. It follows that 
the plans for each year should be different, in at least some respects, 
from the plans for any other year. 
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FARM BUDGETING 7 


A farmer who has definitely in mind a long-time plan should make 
a budget showing the returns expected and the prices that appear 
most likely to prevail during the coming year. If he has no long- 
time plan definitely in mind, perhaps the best starting place is with 
the crops and livestock of the previous year. In either case the next 
step is to make comparisons as to the changes in returns that appear 
probable if increases are made in the acreage of crops and the num- 
bers of livestock for which relatively high prices are expected and 
decreases in those lines in which relatively low prices are expected. 

Many possible alternatives may be eliminated or tentatively de- 
cided upon by these simple comparisons. For example, a farmer 
who is accustomed to growing wheat along with other crops may be 
considering whether it will be advisable to substitute barley for a 
part of the wheat. Suppose the cropping program calls for 60 acres 
of spring wheat, and the farmer is trying to decide whether to 
substitute barley for 20 acres of the wheat. Granting that the sub- 
stitutions could be made without affecting other enterprises, he 
would need only to consider the costs, prices, and yields of these two 
crops. A method of working out a comparison of this kind follows: 


Probable income from wheat: 
255 bushels (20 acres at 14 bushels less 25 bushels seed) at $1.35__ $344. 25 


Threshing 250 bushels et 12 cents... =... $33. 60 
"i wiiee. 40) wpe AG Fan COM. 4. 80 
WOrgieey,. COMM GO Sees ene ew 44. 00 

Total, threshing, twine, and fertilizer__..cc-._._.....______ 82. 40 





IE SCC Sanne a ek ee 261. 85 


Probable income from barley: 
445 bushels (20 acres at 24 bushels less 35 bushels seed) at 75 cents. 333.75 


Threshing 480 bushels at 10 cents________________________ $48. 00 
wae. 4 poem ME be CONUR. 5 - 5.40 
Fertilizer, 2 tons at $22____-_______ i a hg oe 44. 00 
Total, threshing, twine and fertilizer_._..ccc.____.cuc.._____ 97. 40 
TRUE WRROUNININ OUI | CN a eee 236. 35 


Prueetie: exdeie ini favor of Whent.~. ee 25. 50 


It will sometimes be advisable to attempt simple comparisons of 
this kind where three or more enterprises are involved. Usually, 
however, when changes are being considered that affect more than 
two enterprises and often when changes for only one or two are con- 
templated, the problem is too complex for such simple comparisons. 
Sometimes it may be advisable to consider the substitution of a crop 
that has different man-labor and horse-work needs or that requires 
attention at a different time of the year from the crop to be displaced. 
Such substitutions usually mean either more thorough or less thor- 
ough cultivation of other crops. Often changes may be considered 
that will mean more or less home-grown feed or a different ration 
for the livestock. In the case of involved changes of these kinds 
other complete budgets are recommended. 

It will sometimes be advisable to work out several trial budgets each 
indicating the farmer’s judgment as to the returns that may reason- 
ably be expected during the coming year from different combinations 
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of crops and livestock. Each of these budgets should carry data 
similar to those suggested in Table 1, pages 2 and 3. 

It is important that each of these fae be worked out on a sim- 
ilar basis. That is, a farmer should not use the prices, yields, and 
other production relations of the past years for one budget and then 
use those expected in the future for other budgets. Since systems of 
farming are planned for the future, the prices and production rela- 
tions used should be those that are expected in the future. In some 
cases it nay be advisable to take the feeding requirements and live. 
stock production of the past year and work out a financial statement, 
using normal crop yields and expected prices. Whenever experience 






TRAE 


CoS NTS 


or available data warrant, however, it will be advisable to adjust | 


the livestock data, as well as the yields, to a normal basis. 

The budgets worked out in this way should then be compared. 
After taking into account the amount of risk involved under each, 
the changes each necessitates in livestock on the farm at the time, the 
changes from the crops of the past season, and the probable effect of 
each “change on the returns of the following years, one of these 
budgets should be decided upon as the plan for the coming year, 
Budgets of this kind should be made at the beginning of each year. 


BUDGETS WITH VARYING PRICES AND YIELDS 


Even after a plan for the coming year has been carefully worked 
out, adjustments in this plan may be advisable during the year. 
Less favorable production may be obtained along some lines than 
were anticipated, and more favorable production may be obtained 
along other lines. Higher prices may be obtained for some products 
than were anticipated ‘and lower prices for others. 

In cases in which the prices oe a for the crops and live- 
stock vary widely from year to year, or in which the information to 
be used as a basis for judgments as to prices, is meager, it may be 
advisable to work out different budgets for the crops and livestock 
decided upon for the year, and to use different prices, each being 
based upon a partic ular set of prices within the range of probability. 
That is, the expenses, receipts, and net returns that will probably 
result from a given combination of crops and livestock with different 
prices may be ‘worked out. 

In areas in which the yields of crops vary widely from year to year 
it may be advisable to work out different budgets for the same system, 
using the different yields which are within the range of probability. 

Such budgets, worked out with varying prices and yields, will help 
a farmer to determine maximum and minimum expectations from 
his crops and livestock, and to anticipate possible adjustments that 
may be necessary during the year. For example, crop yields below 
normal may make it advisable to sell livestock with less finish or at 
lighter weights, or may make it advisable to reduce the number of 
one kind of livestock and increase the number of another. Or it may 
be well to make changes in the feeding plans during the year. 

Prices and production can not be forecast with enough accuracy to 
make it unnecessary to be on the lookout for possible improvements 
through adjustments of this kind. The more carefully a farmer has 
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thought through these problems in advance the better prepared he 
will be to meet such conditions as they arise. 


PLANNING A SYSTEM OF FARMING 


Often prices or conditions on the farm may so change as to make 
it advisable to reorganize the farm completely and introduce a new 
system of farming or a system markedly different from the one that 
has been followed. For example, a farmer may be engaged in dairy- 
ing; that is, in growing feed crops and selling dairy products, and 
conditions may be such as to make it advisable to consider feeding 
beef cattle and hogs. Or a farmer may be engaged in growing 
cotton along with a small amount of feed for the work stock, and 
conditions may be such as to make it advisable to consider dairying 
or some other kind of livestock farming. 

In trying to decide whether a marked change of this kind will be 
advisable in the system of farming that is being followed, a farmer 
should first look about in his own community, and in other communi- 
ties that have similar conditions, and consider the results that other 
farmers are getting from other crops and livestock. A system that 
has given good results on one farm may not give good results on 
another farm even in the same community, since no two farms are 
exactly alike, and may not give good results on the same farm under 
different conditions, but this general appraisal of other systems is 
a good preliminary move. From it a farmer should get a general 
idea of other crops, livestock, and systems that are adapted to his 
conditions. 

It is at this point that the budget plan may again be used to 
advantage. The use of carefully worked-out budgets is the most 
accurate way to compare the various systems that may be considered. 
While the budgets to be used in this connection should be made on 
the yearly basis, they should be based upon average yields and pro- 
duction requirements and upon the average prices expected during 
the period of years just ahead. They should show the average of 
the acres of crops and the numbers of livestock, the estimated pro- 
duction, expenses, and receipts for the period. The period con- 
sidered should be at least as long as the rotation contemplated. If 
special buildings or machinery are needed, which is often the case,a 
5-year or 10-year period or even a longer period should be considered. 

It will be advisable to study available information and to formulate 
judgments as to prices, crop yields, livestock production, and crop 
and livestock requirements, as described above, for such crops and 
livestock as appear to have possibilities on the farm that is being 
considered. Next, a budget similar to that suggested on pages 2 
and 3 should be prepared for the present system. Following this, 
the farmer should consider desirable combinations of crops and live- 
stock for other systems and work out budgets for them. 

In deciding upon the acreage of the different crops and the num- 
bers of the different classes of livestock to include in the systems 
that are being considered, the seasonal as well as the total man 
labor and horse-work needs of each crop and class of livestock 
should be kept in mind. It is generally advisable to consider only 
such combinations of crops and livestock as can be taken care of 







































ee 





10 FARMERS’ BULLETIN 1564 


by the men and teams that are likely to be available. If systems 
are to be compared with markedly different man labor and _ horse- 
work requirements, the cost of providing the added labor must. be 
considered. 

The budgets worked out in this way should be compared. In 
comparing the budgets of the different systems, each should be 
considered critically for the purpose of determining how well the 
principal crops are adapted to the area, the effect of each system 
upon the fertility of the soil, the kinds of markets that are avail- 
able for each of the products to be sold, how nearly the feed crops 
provide a balanced ration for the livestock if the system includes 
livestock, how well the crops and livestock fit together, and how well 
the nonmarketable products, such as pasture, straw, stover, and 
skim milk are utilized with each. With these facts, and the returns 
that may reasonably be expected from each in mind, one of the sys- 
tems should be selected as the system to be followed. Presumably 
this will be the system that, other things being equal, promises the 
largest returns on the basis of normal yields and production require- 
ments and prices expected for a period of years. 

It is not usually necessary to make comparisons of this kind, 
involving other systems of farming, each year. After a system has 
been decided upon it should be followed until conditions of the 
period or on the farm have undergone a marked change. A farmer 
should continually be on the alert, however, for new developments 
and should consider carefully the possibilities of other systems when- 
ever conditions warrant. 


KEEPING ACCOUNTS AGAINST THE BUDGET 


After a budget has been made an inventory should be taken, the 
expenses and receipts should be kept during the year, and at the 
end of the year the returns actually obtained should be compared 
with those contemplated in the budget. If a budget has been made 
for a period of years it may also be included in the comparisons. A 
method of recording data for these comparisons is shown in Table 2. 

Accounts provide material that is essential to a thorough-going 
analysis of the farm business as it has been operated in the past. 
They are valuable in helping to locate the strong and weak points 
of the system being followed. They aid in locating the leaks in the 
profits. For example, the crop yields and requirements of that year 
may be compared with those contemplated in the budget and with 
those obtained by other farmers. The returns for the feed consumed 
by the livestock may be compared with the returns contemplated in 
the budget and those obtained by other farmers. Accounts provide 
a basis for determining how the labor, building, machinery costs, and 
other expenses compare with those contemplated in the budget and 
those prevailing on other farms. Attention to such points makes 
economical production possible.* 








2 For more complete discussion of farm accounts, see the following bulletins: 

LApp, C. E. A SYSTEM OF FARM COST ACCOUNTING. U.S. Dept. Agr. Farmers’ Bul. 572, 
15 p. 1914. 

‘THOMSON, E. H. FARM BOOKKEEPING. U.S. Dept. Agr. Farmers’ Bul. 511, 37 p., illus. 1912. 

For method of analyzing farm business see: Dixon, H. M., and HAWTHORNE, H. W. 
A METHOD OF ANALYZING THE FARM BUSINESS. U.S. Dept. Agr. Farmers’ Bul. 1139, 40 p., 
illus. 1920, 
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expected receipts and expenses for long-time plan, and plan for coming year, 
with results actually obtained, 180-acre farm’ 


taat | Long- | Plan for —_ 
Item a time coming ae ae 
year | plan vear end of 
| . year 
— ee j | 
Crop: Acres Acres Acres Acres 
cin ene scrim i lpr ta elie wach aaa sa paeadiaabtllead aaa SB 30 | 30 30 a 
Tobacco--- Ue ale acu wansacmneieaacsdeveaoeecuusen | 11 10 ei aion 
Wheat......- eas waeacenta an atel 5 as 7 10 | See 
Soy-bean hay --._------- sieheeieianal dive = | 7 10 Oh weescneun 
Soy-bean seed__ Z ee = cael ama ‘ apm aie Ot kaa 
Mixed hay------ va datareader a denoaiin aed eal ecagieatedee eee | 50 30 | ee 
POIs Sesescccancuesae i | 46 51 | 46 |. nut 
Livestock: | Number | Number | Number | Number 
Work stock... -- aa wal 5 |} 5 © his nannies 
Cows..---. sa - 2| 10 | | ee 
Young cattle. | 2 5 | Fe coos 
Sows 1 3 © i decamceae 
Other hogs. Oe ie EA e 5 | 24 Sse 
MI icin cictaicenicramenndty avipnctetst nd 45 | 100 | 100 | Eedekioamankian 
Results: | Dollars | Dollars | Dollar. Dollars 
Farm receipts 3 ates " 2 = 1, 840 | 2, 886 | 9 Oe Cictecesnéa 
DIO 5s ile ccna neon aot = 689 | 864 | es ntciaekn 
Net returns saaaiote ae 1,151 2, 072 | 1, 785 | 


| cp) ree ee eagee 





1 The operator of the farm whose returns last year and whose budgets for a period of years and for the 
coming year as shown above has been depending upon crops as sources of income. He plans in the future 
to combine some cash crops and dairying. One reason that the plan for the coming year differs from the 
long-time plan is that the operator considers it advisable to buy only 4 cows during the coming year and 
grow into dairying. 

Accounts, if accurately kept and intelligently interpreted, may 
become the best source of information in helping to determine the 
production that may reasonably be expected to result from a particu- 
lar practice, enterprise, or system of farming. In making farm 
budgets an opportunity is offered to use these accounting data in 
connection with experimental data and information on prices in 
planning future operations. Accounts help a farmer to localize and 
interpret experimental results in terms of conditions on the farm. 
This will be discussed further in a later section. Most State colleges 
of agriculture have account books suitable for recording inventories, 
expenses, and receipts which they furnish at a small cost. Such 
books can usually be obtained from the county agent or by writing 
to the State college of agriculture. 


INFORMATION NEEDED IN MAKING A BUDGET 


The returns actually obtained in farming probably will not ap- 
proximate the returns contemplated in a budget unless the prices, 
requirements, and yields used in making the budget approximate 
those that actually prevail. Those used in making the budget should 
represent the best judgment of the one doing the planning, as to the 
production and prices that may reasonably be expected for the par- 
ticular farm and period, after considering all the information avail- 
able. The information available that will be useful may be divided 
into two classes—that relating to prices and that relating to 
production. 

PRICE INFORMATION TO BE USED 





In order to plan for the coming year and at the same time to keep 
a permanent and profitable system of farming in mind, judgments 
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must be formed as to prices expected for the coming year and for 
the period of years just ahead. 

Average prices, price trends, and long-time demand changes must 
i be known to form judgments as to prices for a period of years. In 
the case of prices for the coming year, in addition to the above, the 
facts as to supplies on hand, production in competing areas and 
countries, and demand changes likely to come about during the year 
are important. Such information is to be found in market-news | 
reports, agricultural-situation reviews, and in agricultural-outlook k 
statements issued by State and Federal agencies. E 


£ SAP TE LA 


SOURCES OF PRICE INFORMATION 


The following are the principal sources of information on prices: 


Market reports as issued by the Federal market news service and distrib- 
uted by mail, radio, and through the farm newspapers. 

Crops and Markets, the monthly periodical issued by the United States 
Department of Agriculture. 

Special commodity price studies issued by the United States Department of 
Agriculture and many of the States. é 

The Agricultural Situation, a monthly publication issued by the United | 
States Department of Agriculture and similar reports issued by several of the 
State colleges of agriculture and extension services. 

Yearbooks of the United States Department of Agriculture; yearbooks of 
State departments of agriculture and State agricultural statisticians. 

Annual agricultural-outlook reports, issued by the United States Department 
of Agriculture, and outlook reports issued by State colleges of agriculture and 
extension services in many States. 

Statistical bulletins issued by the United States Department of Agriculture. 


SEO 


MARKET NEWS REPORTS 


The United States Department of Agriculture market news service 
and State departments of agriculture review the market situation 
for the principal farm commodities weekly and monthly during the 
year. These reviews are distributed by mail, by radio, and in weekly 
and farm papers. The prices on future-trading markets indicate the 
judgment of dealers and speculators as to the trends in prices during 
the months just ahead. 

CROPS AND MARKETS 


Crops and Markets is the monthly publication of the United States 
Department of Agriculture which carries the principal statistics on 
crop and livestock production, movements, prices, stocks, and foreign 
trade on all products covered by the department’s work. It carries 
information as to the acres of crops planted and harvested, the con- 
dition of these crops during the year, estimates of the number of 
livestock on farms, the amounts of different products marketed and 
on hand, and other related information on crop and livestock produce- 
tion and prices. Copies of Crops and Markets may be seen in the 
office of the county agent. The subscription price is 60 cents a year.’ 


SPECIAL COMMODITY PRICE STUDIES 


In recent years the United States Department of Agriculture and 
some of the State colleges of agriculture have undertaken careful 





3 Payable in cash or money order to the Superintendent of Documents, Government 
Printing Office, Washington, D. C 
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studies of the factors affecting the prices of specific farm commodities 
and thorough-going analyses of conditions confronting producers of 
certain commodities. Among the available bulletins that discuss fac- 
tors affecting prices of specific commodities are the following: 
Department Bulletin 1440, Factors Affecting the Price of Hogs; 
Department Bulletin 1351, What Makes the Price of Oats?; Depart- 
ment Circular 416, Demand, Marketing, and Production of Oregon 
and Washington Prunes. A letter to the State college or extension 
service may bring you State bulletins relating to local studies. 


THE AGRICULTURAL SITUATION 


The Agricultural Situation is a summary of national farm condi- 
tions issued monthly by the United States Department of Agriculture. 
It carries a general summary of conditions throughout the country, 
and from time to time it prints special reports for particular sections 
or commodities. It also carries data showing price trends during the 
past few years. This publication may be obtained from the United 
States Department of Agriculture; the present subscription price is 
25 cents per year. It is sent to all county agricultural agents. Many 
of the State colleges of agriculture issue similar reports, which may 
be obtained from the county agent or by writing to the State college 
of agriculture. 

YEARBOOKS 


Each year the United States Department of Agriculture publishes 
the Yearbook which carries, among other things, a large amount of 
statistical information on prices. Each Congressman and Senator 
send out a number of these Yearbooks free. Other copies may be 
obtained from the Superintendent of Documents, Washington, D. C., 
at $1.50 per copy. 

Most of the State departments of agriculture issue yearbooks which 
carry much of the information for the particular State carried in the 
Yearbooks of the United States Department of Agriculture and 
usually some additional information. 


ANNUAL AGRICULTURAL OUTLOOK REPORTS 


Each year, usually in January, the Bureau of Agricultural Eco- 
nomics of the Department of Agriculture, and many State colleges 
of agriculture, issue outlook reports discussing probable price trends 
of principal farm commodities during the coming year. Mid-year 
outlook reports on leading livestock enterprises are issued in late 
summer and early fall. When farmers’ intention-to-plant reports 
on the principal crops are issued in the spring, additional outlook 
statements may accompany them. Outlook reports for crops planted 
at other times than in the spring are issued at other times. Reports 
on farmers’ hog-breeding intentions are issued in June and in De- 
cember. Similar reports for other livestock are issued from time to 
time. The Monthly Price Situation, issued about the 15th of each 
month, gives the condition of prices for leading agricultural prod- 
ucts and factors that may soon influence these prices. These reports 
may be seen in the office of the county agent or may be obtained 
by writing to State colleges of agriculture or to the United States 
Department of Agriculture. 
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STATISTICAL BULLETINS 


The United States Department of Agriculture is issuing a series of 

statistical bulletins which give all pertinent statistics for the chief 
agricultural commodities. The series includes a group of four price 

bulletins, which tabulate the prices paid to producers for the chief 
farm products over a series of years. 

Of the sources of price information mentioned, the outlook reports 
and the Agricultural Situation carry conclusions as to probable price 
trends during the months just ahead. Crops and Markets and inten- 
tions-to- -plant reports carry information such as is considered in 
arriving at the conclusions indicated in these reports. Bulletins 
based upon special price studies usually carry conclusions for a 
somewhat longer period. The other sources mentioned carry data 
that are useful in making an analysis of the price situation of the 
principal farm commodities. 

In reaching conclusions as to prices care should be exercised lest 
too much weight be given to those of the present or of the immediate 
past. It should be remembered that the prices of farm products 
fluctuate widely from year to year and that the changes are seldom 
uniform. Research studies made by the United States Department 
of Agriculture and the State colleges of agriculture show price cycles 
or fairly definite price trends or both for many farm products. For 
these reasons, as much time as possible should be given to the study 
of average prices, price trends, and market- outlook information and 
to the consideration of studies made by others before the prices to be 
used in making the budget are decided upon. 


PRODUCTION INFORMATION TO BE USED 


Generally normal or average crop and livestock requirements, 
yields, and production should be used in making a budget. The 
yields for crops and the production for livestock vary from year to 
year, but the variations depend largely upon such factors as tempera- 
ture, rainfall, insect pests, and livestock diseases, which can not be 
anticipated with any degree of accuracy. The best the farmer can 
do is to review his own experience and such records as are available 
for his farm, study records and accounts showing the results on other 
farms, and data showing the results of experiments in growing crops 
and feeding livestock; then consider all of these facts in the light of 
conditions on his own farm, and make the best approximations 
possible. 

In the case of crops, an effort should be made to find out the yields 
that may reasonably be expected from different quantities of seed and 
fertilizer and the quantities of these and other materials that will 
probably result in the largest returns, in the light of conditions on 
the farm and of prices that may reasonably be expected. In the case 
of livestock, an effort should be made to determine the production 
that may reasonably be expected to result from different rations and 
the particular ration that will result in the largest returns, consider- 
ing the home-grown feeds and pasturage available and the prices 
expected for feeds, livestock, and livestock products. 
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SOURCES OF PRODUCTION INFORMATION 


Among the important sources of information on production are 
the following: 

Records for the farm and similar records in the community. 

Records showing county and State crop yields. 

Books, bulletins, and reports showing the results of livestock feeding and 
crop experiments of the United States Department of Agriculture and State 
colleges of agriculture. 

Demonstrations showing the results of practices in the community. 


RECORDS FOR FARM AND COMMUNITY 
° 


Records showing the results that have been obtained on one’s own 
farm from different fertilizer and cultivation practices for crops and 
feeding practices for livestock are extremely useful in forming judg- 
ments as to crop and livestock production that may reasonably be 
expected in the future. Similar records for other farms in the com- 
munity or with similar conditions are also useful. 

During the past few years thousands of farmers in different parts 
of the United States have kept records of farming operations in 
cooperation with the State colleges of agriculture and the United 
States Department of Agriculture. These records are usually sum- 
marized and analyzed by State and Federal agencies and the results 
are made available in bulletins and reports. Such reports may be 
obtained from the county agent or by writing to the State college of 
agriculture or the United States Department of Agriculture, 


COUNTY AND STATE YIELDS 


The Yearbooks of the United States Department of Agriculture 
carry data that show State crop yields for the principal crops for 
several years. The yearbooks of the State departments of agricul- 
ture carry data that show county crop yields for a period of years. 
Such data indicate in a general way trends in yields and the varia- 
tions that are probable for a particular year. 


EXPERIMENTAL RESULTS 


Ever since its establishment in 1862, the United States Depart- 
ment of Agriculture has been conducting experiments in growing 
crops and in feeding livestock. Since the passage of the Hatch Act 
in 1887, and in some cases before, experimental work of a similar 
kind has been done by the State agricultural experiment stations. 
More recently, branch experiment stations and experiment fields have 
been established by most of the States, and now experimental results 
are available on crop and livestock production which are applicable 
to most sections of the country. These experiments show the results 
of feeding different rations to livestock and of different practices in 
growing crops. These results are published from time to time in 
bulletins and special reports, which may be obtained from the county 
agent or by writing to the State colleges of agriculture or to the 
United States Department of Agriculture. Books are also pub- 
lished from time to time discussing the results of experimental work. 
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DEMONSTRATIONS IN COMMUNITY 


In most parts of the country, in cooperation with the county 9 
agents, farmers conduct demonstrations to show the possibilities of 
practices or lines of production other than those commonly followed 
in the community. Such demonstrations are very valuable if new | 
practices or new lines of production are contemplated. The careful 
consideration of practices and systems worked out by successful 
farmers is also helpful. 

Of the sources mentioned, the publications which carry results of 
experiments are likely to be most useful in determining the yields 
that will probably result from the use of different fertilizers or other 
practices, and the livestock production that will probably result from 
different rations. One’s own experience and records showing the 
results on other farms will be useful in localizing and interpreting | 
the experimental data in terms of conditions on the farm and a 


Ey ae 


determining the crop and livestock production that will probably 
result from the practices commonly followed in the community. 

A careful study of production information, such as that described | 
above, will provide a basis for conclusions as to the crop yields that | 
are most likely to be obtained, the quantities of the different kinds 7 
of feeds normally required to produce 100 pounds of pork or to put 
100 pounds of gain on steers, or to keep a cow or a horse a year. A 
similar study of the information mentioned and such other informa. | 
tion as may be available on prices will provide a basis for conclusions 
as to the prices that are most likely to prevail during the coming | 
year and during a longer period. A method of recording conclusions 
of this kind is shown in Tables 3, 4, and 5, pages 17 and 18. 

The analysis of these data and the formulation of judgments as to | 
production and price relations that appear probable at a particular | 
time constitute one of the preliminary yet essential steps in they ‘ 
budget-making process. Such an analysis provides a basis for ad- 
justing the practices and enterprises to the economic conditions of 
the time. B 

FORMS FOR FARM-BUDGET MAKING 


. sateen 


In the following pages a set of sample forms is shown. Thee & 
forms illustrate a method of organizing facts that should be consid- F 
ered and the kinds of forms needed to work out a farm budget. The ® 
facts may be organized and a farm budget made by observing the? 
following procedure: Ee 

First, list the products that appear to have possibilities as sources 7 
of income, as indicated by the products-to-be-sold column, Table 3.} 
Next list the different kinds of feed, seed, fertilizer, and other items § 
that are to be used in getting these products, as indicated by the® 
expense-items column alongside. Next, examine the data on average © 
prices, price trends, and the market outlook for each of these market: 7 
able products, and examine the expense items. When as much time 
as practicable has been given to the study of the price situation, enter 
the prices that appear probable for the items that must be bought ® 
and for the products to be sold. Entries should show the price] 
expected during the coming year and the average prices expodill 
for a period of years, 
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TABLE 3.—Prices for products to be sold and expense items 








Products to be sold Expense items 
| a Expected | peng Expected 
Item | prices pene Item | prices, | Prices 
| “next. coming | “next. coming 
| an f ar | 
| 5 years year 5 years | year 
Cash crops: Dollars | Dollars Feeds: Dollars Dollars 
Wheat___.....per bushel _- 1, 25 1.35 Bran per hundred weight 1.75 | 1.75 
Tobacco ..per pound. a . 09 Cottonseed meal__..do__-- 2. 10 | 1. 90 
Soy beans per bushel_. 2. 00 2. 00 FON scwccaanced do... 3. 5 3. 50 
Corn ome on... .70 . 70 Meat scraps pag MN era 4.00 | 4. 00 
Mixed hay per ton... 16. 00 | 16. 00 Oyster shells__...-- GRins. 1. 25 | 1. 25 
Livestock: | i| Fertilizer: | 
Whole milk Acid phosphate-.per ton-- 22. 00 | 22. 00 
per hundred weight--} 2.10 2.10 || Seeds: | 
Veal ..........per pound . 08 . 08 Red clover__..per pound -- 27 27 
Hogs per hundred weight-- 8. 50 8. 50 Orchard grass__.....do--- -14} 14 
Old hens ..per pound_. .18 - 18 | Alsike clover ___.-- do 22 | 22 
Young poultry do - 22 | 22 | IS cadaodeents do... ~ 25 25 
MRS oncease per dozen_- 22 | . 20 || Miscellaneous | 
| Canvas.........per yard. 05 | 05 
| Arsenate of lead 
| oe per pound... 25 | 25 
| Twine-__-_- E ee 12 | .12 
Threshing wheat 
| sinkiduaiions per bushel. 12} 12 








1 The prices in the “‘coming year”’ columns were used in making out the budget shown on pp. 2and 3. 


TABLE 4.—Normal yields and production requirements for crops—per acre basis? 


| Fertilizer and other materials | 






| 
Crops Seed ee al Yield 
Kind Quantity 
| 
Tobacc0....cccc- euaitbiekee paickisd ctcnihivatiiadnd Superphosphate | 300 pounds--- 
(acid phos: | | 
| | phate). | »1,000 pounds. 
| Arsenate of lead_..| 5 pounds | 
| } Canvas. ..........| 10 yards...... 
Corn ac}: Pir DIE c. ncddattadaatet ngnaneadgeedadadhan Deishinsitnchiie ..----| 28 bushels. 
WG cital Siteceea cana 1% bushels_...... Aantubiinice Superphosphate___| 200 pounds_. | 
PEERS « Sdccascean | 2 pounds .|714 bushels. 
12 cents per | ° 
; bushel 
Soy-bean hay............. 34 bushel Steele .| 1% tons 
Soy-bean seed_......-...--!- tc ce tia dit ec ac ia aa etal 15 bushels. 
ON ean c eda eitians Red clover, 5 pounds; or- 


Sw aSwHESEeSceddwdenonnSwtenencnes 1 ton. 
chard grass, 5 pounds; | 
alsike clover, 3 pounds; 
redtop, 2 pounds. 





ae pa and production requirements shown here were used in working out the budget shown on 
pp. 2 and 3. 
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List the crops that are being considered for the farm as indicated 
by Table 4. Next enter the yields and the seed, fertilizer, and other § 
material requirements necessary to get these yields. The yields should § 
represent one’s best judgment as “to normal expectations from the § 
requirements shown and practices contemplated. Often it will be 
advisable to record 2 or more yields for a particular crop, each rep. 
resenting the production expected from a particular quantity of 


BND: 




















fertilizer, seed, or practice. 
TABLE 5.—Normal feeding requirements and production for livestock* 
Home-grown feeds Purchased feeds Production 
Livestock ie Aree ToC ren — cee ——a 
| Kind Quantity | Kind | Quantity | Kind | Quantity 
} 
Dairy cows, per COND 6 Stns 14 bushels__--| PRI in sc shsaans | 250 pounds.-| Whole milk- | 5,000 pounds i 
head. | Soy - bean | 1 ton..----..- | Cottonseed |__--- Wi. wes Weel 3.2.65. | 80 pounds. 5 
hay. | meal. | 
| Mixed hay-.|.---- 
Heifers, per head_|.-...do---..- i% BS 50k i Sreckteaaenes 
Veal calves._.....}| W hole milk-| 500 pounds...|......-.------|....----- pa beditd estate f 
Hogs, J sow, 8 | TOR nisainais | 128 yushels..-| Tankage- -_- 500 pounds. .| Live weight_| 1,600 pounds, § 
} | 
Pouttr try (per 100 Soca eee 100 bushels_ --| Oyster shells |. .--- 6.222% Old hens...) 200 pounds. 
hens). | Skim milk - | 1,032 pounds.| Meat scraps-|.....do....-- Young poul- | 150 pounds. 
| try. | 
| | | Eggs.----.--| 900 dozens. 
Work horses, per | Corn__.-----| MRIS cts dene bascubicacuecedeanghe cites ameeeeeel 
head. | Mixed Rar a ee ore 
| | 





1 The feed and other requirements and production shown here were used in working out the budget 
we non bp. 2 and 3. 
rhe veal production shown is based upon the assumption that 1 veal calf weighing 160 pounds would 
be sold for each cow every other year. 
’ The requirements shown are based upon 8 bushels of corn and 31 pounds tankage per 100 pounds of 
gain. 


List the different classes of livestock being considered as shown in 
Table 5. Next enter the normal yearly feed and other requirements 
and production for each class of livestock. Often it may be advisable 
to record varying amounts of feed for a particular class of livestock [ 
and the production that will normally result from such feed, the § 
feed requirements being based upon different rations. 

Tables 3, 4, and 5, when carefully filled out, provide basic data to 
be used in working out budgets for the different systems considered. 


AARP FEEL MA SIM TE 





eT 


SEAT WR EERIE TNT AT 














ONT ORME 





unds, § 


nds. 
Inds. 


ens. 


udget 
would 


nds of 


n in 
ents 
sable 
tock 
- the 


a to 
ered, 


GERRI R ELS AEN PE 





MERE TONER 


TETAS HT LS 








FARM BUDGETING 











FORMS FOR THE FARM BUDGET 


Section A: Acreage and cash expenses for crops 


Seeds and plants Other expenses 
Crops Acreage ae - —— 
Quantity Cost Kind Quantity Cost 


TURE. cin oud dtadcaatowes 


When a cropping program has been tentatively decided upon, list 
the kinds of crops and acreage of each as indicated by Section A. 
Data for the remainder of the form may be obtained by multiplying 
the figures in the acre column by the production-requirement data 
recorded in Table 4, and the amounts obtained in this way by the 
prices shown in Table 3 

In deciding upon a cropping program, the number of acres of each 
crop that a given crew can handle and the extent to which different 
crops compete with and supplement and complement each other 
should be taken into account. (See budget, pp. 2 and 3.) 


Section B: Production and disposal of crops 


Disposal 


Production 


Crops (quantity) 


For sale 
For feed For seed 
(quantity) | (quantity) 
Quantity Value 
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List the crops again in the same order as on the preceding form, 
and enter the expected production as indicated in Section B. The pro. 
duction data may be obtained by multiplying the figures in the acre 
column of Section A by the crop yields listed in Table 4. The quan- 
tity of each crop that would be fed to livestock, used in the home and 
sold, should be indicated. The value of the quantities to be sold may 
be obtained by multiplying the quantities shown on this form by 
the prices shown in Table 3. If systems are to be compared that 
make available different quantities of products for home use, a value 
column headed “ Used in the home” may be added. (See budget, 
pp. 2 and 3.) 


Section C: Feeds and other expenses for livestock 


Home-grown 


feeds Purchased feeds Other expenses 


Num- | | 
ber i- — —-———_—_—— |— 7: ; ~ — 


Kind jQuantity Kind Quantity| Cost Kind Cost 


Livestock 


eae 


| 


RAE FO IRE AEA YN 


When a livestock program has been tentatively decided upon, list F 
the different classes of livestock and enter the number of each oppo- F 
site the class, as in Section C. Next calculate the amounts of home: 7 
grown and purchased feeds and other expenses. This may be done by § 


se 


mex 


ea 


taking the data in Table 5 and multiplying them by the numbers of F 


livestock recorded on this form. The quantities of home-grown feed © 
to be used should be compared with the quantities expected to be 
available for feed, shown on the preceding form. The value of the 
purchased feeds will be obtained by multiplying the quantities shown 
on this form by the prices recorded in Table 3. (See budget, 
pp. 2 and 3.) : 

It will often be advisable to work out two tables similar to this 
form, one showing how the feeds on hand at the beginning of the® 
year are to be used and the other showing the feeds to be consumed 


by the livestock from the harvest season to the end of the year. ff 
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Section D: Production and disposal of livestock and livestock products 





| Disposal 
|—_———___—___ — ——— —___—_—__. 
; Production 
aivestock and products iter ales 
Livestock and products (quantity) Fed to | Used in Sale 
livestock | home — — 
(quantity) | (quantity) Quantity Value 





List the livestock and livestock products in the same order that 
they are entered on the preceding form, as indicated by Section D. 
Data for the production column may be obtained by muitiplying the 
figures in the “number ” column, Section C, by the production data 
recorded in the last column of Table 5. The quantity to be fed, used 
in the home, and sold should be entered. The quantities to be sold, 
multiplied by the prices shown in Table 3, will give the data for the 
“value” column. (See budget, pp. 2 and 3.) 


Section E: Summary of receipts and expenses 


| | 
Receipts | Total value Expenses Total value 


MN aaa ie bees area ies eh erocae e Total 


NR, eee eee 


| Essai gS einedt di a sarge pe aan ema waa ened 


Bring forward the “ value ” and “ cost” totals on the four preced- 
ing forms and enter “ value totals” under receipts, and the “ cost 
totals” under expenses. In addition to the direct costs for crops 
and livestock brought forward, include on the expense side the esti- 
mates for labor to be hired, new machinery and repair, new fences 
and fence repair, building repair, taxes, farm insurance, and other 
overhead items. In some cases it may be advisable to include an 
estimate of sales from miscellaneous sources on the receipts side. 
The total expenses subtracted from the total receipts give the net 
returns. (See budget, pp. 2 and 3.) 
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Acres of crops, numbers of livestock provided in the plan for the coming year 
and in the long-time plan, expected receipts and expenses, and those actually 
obtained on your farm 


as 


Long- | Plan for | Actual 





Item | ten time coming | Tésults, 
year 7 end of 
plan year 
| year 
| 
Crop | icres icres icres Acres 


| Numbers | Numbers | Numbers | Numbers 


Results: Dollars Dollars Dollars Dollars 


PU OI i cess the tic ts cahsesasesckseeee 


Farm expenses.............-.- 


At the beginning of the year, enter the acres of the different crops 
grown, the numbers of livestock kept, and the cash receipts and ex- 
penses for your farm for last year in one column as indicated above. 
Record the acres of crops and the numbers of livestock provided in 
the long-time plan for your farm, and enter the average receipts and 
expenses expected in the next column. In the third column, enter 
the acres of crops, the proposed numbers of livestock, and the receipts 
and expenses expected for the coming year. At the end of the year, 
enter in the last column the acres of crops actually grown, the num- 
bers of livestock kept, and the receipts and expenses that actually 
resulted. 

Forms to be used in making a farm budget as described in this 
bulletin may be obtained by writing the United States Department 
of Agriculture. 


U.S. GOVERNMENT PRINTING OFFICE: 1933 


—_ 


For sale by the Superintendent of Documents, Washington, D, C. - - - - - - Price 5 cents 
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HE EXPERIENCE of the last decade has demon- 

strated the necessity for planning the farm-pro- 
duction program with due regard for the probable 
financial results as well as for he physical possibili- 
ties. Changes in production are necessary and desir- 
able. What changes? How much change? 

A farm budget made out as described in this bul- 
letin furnishes close approximations to the correct 
answer for an individual farm. Starting with things 
as they have been, each part of the farm business is 
examined in turn to learn what results are likely to 
follow from different production plans, each giving 
due consideration to prospective prices and to costs. 
The procedure recommended is a methodical appli- 

cation of common reasoning processes. Emphasis is 
directed, however, to the effect of possible changes on 
the business situations thus created. 

Since this bulletin was first issued, action programs 
of the Government have reached directly or indirectly 
every farm business in the country. Each current 
program has offered to each farmer opportunities to 
be considered in his plans each year. The effect of 
any proposal on an individual farm business may be 
appraised by the method illustrated herein. 


er 


Washington, D. C. Issued July 1928; revised September 1938 
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By J. B. Hutson, agricultural economist, Division of Farm Management and 
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WHAT IS A BUDGET? 


BUDGET is usually a plan for future using or spending. A 
farm budget is a plan for future use of land, man labor, horse 
work, equipment, and other resources. The budget has been used 
for many years by business farmers in this and other countries. It 
includes the plan for the system of farming for the coming year 
or period of years. It shows the crops to be grown, the livestock 
to be kept, and the estimated production, receipts, and expenses 
from the various sources. The budget is the businesslike way to 
work out and record farm plans. A budget for a 180-acre farm in 
western Kentucky is shown in table 


HOW A FARM BUDGET IS MADE 


A budget for the coming year is made on the basis of the prices, 
crops and livestock requirements, and production expected for the 
year. The method of procedure to be followed in making a budget 
will vary with the system of farming being considered. The budget 
should show, in the simplest way possible, the expected crop and live- 
siock production, the expenses, and the receipts for the particular 
system contemplated. The budget in table 1 is suggested for a diver- 
sified crop and livestock system of farming. 

First, the acreages of the different crops contemplated and the crop 
expenses that appear probable should be recorded. (See sec. A of 
the budget on p. 2.1) The next step is to estimate the production 
of the different crops and how much will be needed for seed, how 
much will be fed to livestock, and how much will be sold. (See see. 
B.) Then the number and kind of livestock to be kept should be 
indicated. Next the feed requirements and other expenses for the 


1The budget shown here is for the year 1927 and was worked out in cooperation with 
the operator of the farm in Mareh 1927. Available data as to the prices that had pre- 
vailed in the area during the past few years were analyzed, and a careful study was made 
of conditions likely to influence prices during the years just ahead. The prices of products 
to be sold and expense items in working out this budget are shown in table 5, page 17. 
Farm-accounting work had been done in the area during the three previous years, and 
these data had been carefully analyzed. The results obtained on two subexperiment- 
station fields located in the same type-of-farming area and livestock experimental data 
applicable to conditions in the area were reviewed. The crop yields and requirements used 
in working out the budget are shown in table 4, page 17. The livestock production and 
requirements used are shown in table 5, page 18. 
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Corn 


Tobacco 
Wheat 


Soybean hay 
Soybean seed 
; Mixed hay 


Total 


Corn 
Tobacco 
Wheat 
Soybean hay 
Soybean seed 


Mixed hay 


Total 


Work horses_ 


Total 


TABLE 1.- 
SECTION A 


livestock should be recorded. 
able to divide this section into two parts, one showing how the feeds 
on hand at the beginning of the year are to be used and the other 
showing the feed crops to be consumed by the livestock from thi 
harvest season to the end of the year. 
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(See sec. C.) Often it will be advis- 


Budget for 180-acre farm in western Kentucky 
ACREAGE 


AND CASH EXPENSES FOR CROPS 


Seeds and plants Other expenses 
Acreage = 
Quantity, Cost Kind Quantity Cost 
| Bushels | Dollars dollars 
s() | 3 jicasnewaw ae - oo-een--- mone 
8 Superphosphate (acid phosphate) _| 2,400 pounds 26. 40 
Canvas 80 yards___- 4. 
Arsenate of lead : ; 40) pounds 10. 0 
20 25 | Superphosphate (acid phosphate) _ | 4,000 pounds 44.0) 
Twine 4) pounds 4 &) 
Threshing |} 280 bushels 33. 6 
5 | 334 
5 | 334] _- 
30 | () 96. 30 
96. 30 122. 8 


' 
Num- 


Crops 


Home-grown feeds 


Livestock ber 
Kind 
| 
Cows 6 | Corn 
| Soybean hay 
| Mixed hay 
Young heifers 4 | do 
Veal calves -- 3 | Whole milk 
Sows with a} Cemn...... 
pigs. 
Poultry 100 ..do 


Skim milk 
Corn_- 
Mixed hay. 


Corn... 
Mixed hay 





SECTION B—PRODUCTION ANT DISPOSAL OF CROPS 





Disposal 


|} Produe- — 
| tion 





| (quan- Feed | Seed Sales 
| tity | (quan- | (quan- 
tity) i? Quantity; Valu 
Dollars 
bushels 840 793 5 14 0), 8 
pounds &, OOO if &, O00 TA. 
bushels 280 25 | 255 344. 25 
tons 614 6 14 4.00 
bushels 75 7} 135. 00 
tons 30 is 12.00 
$26, 05 
SECTION C—FEEDS AND OTHER EXPENSES FOR LIVESTOCK 
Purchased feed Other expenses 
Quantity Kind ‘ee Cost Kind Cost 
Pounds Dollars Dollars 
84 bushels Bran 1, SM 26.25 | Breeding fees 15.00 
6 tons Cottonseed | 1, 500 28.50 | Miscellaneous 6.0 
| meal 
ac 
2 tons 
1.500 pounds : a 
384 bushels Tankage 1, 500 52. 50 | Breeding fees 10. 00 
| | ; } Miscellaneous 2.00 
100 bushels Meat scraps 500 | 20.00 do 2. 00 
1,032 pounds?) Oyster shells 500 | 6.25 : 
225 bushels | Shoeing 15. Of 
10 tons Miscellaneous 5.00 
793 bushels ; 
18 tons 133. 50 55. 00 
| 
1 Includes 150 pounds red-clover seed at 27 cents; 150 pounds orchard-grass seed at 14 cents; 90 pounds 


alsike-clover seed at 22 cents; and 60 pounds redtop seed at 25 cents. 
‘ Taken from whole milk used in the home. 
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6.00 


0.00 
2.0 
2.0 


5.00 


55. 00 
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TABLE 1— Budget for 180-acre farm in western Kentucky—Continued 


SECTION D—PRODUCTION AND DISPOSAL OF LIVESTOCK AND LIVESTOCK 
PRODUCTS 





Disposal 

















Pon a | 747. 60 


Produc- i 
Livestock ¢ ~_ | tion _ wai ie 
ivestock and products | tana. | Fed to | Used in | Sales 
| ity) | livestock | home |j_ 
’ (quan- (quan- 
tity) | tity) | Quantity; Value 
| | Dollars 
Whole milk -_-- pounds 30, 000 1, 500 3,500 | 25, 000 535. 50 
Veal do 4x() : 480 38. 40 
Pork do 4, 800 800 | 4, 000 340. 00 
Old hens = do 200 ial 200 36. 00 
Young poultry do 150 100 | 5O 11. 00 
Eggs dozen 900 3170 | 730 146. 00 
Total ‘ Se aa 1, 106. 90 
SECTION E—SUMMARY OF RECEIPTS AND EXPENSES 
F } Tote ‘ | ote 
Receipts } — Expenses | — 
| 
Dollars 
Crops (sec. B)- 1,426.05 || Crops (see. A): Dollars 
Livestock and livestock products (sec. | ee 8 he 1 Fis $ 96. 30 
) 1, 106. 90 Other crop expenses. -- -- - 122. 80 
Livestock (see. C): 
Feed purchased - _--_- 133. 50 
Other livestock expenses 55. 00 
| Other expenses (estimated): 
Hired labor (threshing) 25. 00 
Machinery (new and upkeep) 60. 00 
Fence (new and upkeep) ---- | 30. 00 
Buildings (repair) -..__.....- | 100. 00 
| Taxes, insurance, and other over- 
| Eee . | 125. 00 
Total d | 





Net returns 
3 Includes 20 dozen eggs used for hatching. 


At this point it will usually be advisable to compare the data 
showing the feeds on hand at the beginning of the year and crops 
to be grown for feed, with data showing the expected feed require- 
ments. Generally, before a cropping program and livestock pro- 
gram are finally decided upon, adjustments will need to be made in 
first one and then the other until a livestock program adapted to a 
particular cropping program is found. When the kind and num- 
bers of livestock contemplated have been recorded, the quantities of 
the livestock and livestock products expected to be used in the home 
and to be sold should be indicated. (See sec. D.) 

The expected value of the crop and livestock products to be sold 
and the expected cost of the purchased feeds, seeds, fertilizers, and 
other materials should then be indicated. (See cost and value col- 
umns of secs. A, B, C, and D.) Next, these expected expenses and 
receipts should be brought together. (See sec. E.) In addition to 
the direct costs for crops and livestock, estimates should be included 
on the expense side for labor, new machinery and repair, new fences 
and fence repair, building repair, taxes, farm insurance, and other 
overhead items. 
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WHY A FARM BUDGET? 


The purpose of working out farm budgets is to aid in learning in 
advance the returns that may reasonably be expected from the dif- 
ferent systems of farming that may be followed, or the results that 
may reasonably be expected if changes are made in a particular one, 
Generally larger profits will result if plans for the system including 
probable expenses and receipts are carefully developed and com.- 
pared with plans for other possible systems before the one chosen 
is actually put into operation. In this way many costly errors may 
be avoided. Specifically, the use of farm budgets carefully worked 
out has the following advantages: 

Budgets help farmers more accurately to appraise different systems and 
practices so that the most profitable systems and practices may be decided 
upon. They offer a definite basis for comparisons between systems made up of 
different combinations of crop and livestock. 

Budgets help to keep a good balance between crops in a crop system of 
farming and a good balance between crops and livestock in a crop and live 
stock system. 

Budgets help to determine in advance how much seed, fertilizer, and other 
supplies are likely to be needed during the year. 

Budgets help to determine how much feed will be needed for the livestock, 
how much must be bought, and how much is likely to be available for sale. 

Budgets help in determining the amount of cash that will be needed to 
operate the farm, and when it will be needed, so that the necessary financial 
arrangements may be made. 

Budgets help in determining the total net returns that may be expected so 
that living expenses, payments, or investments may be adjusted accordingly. 

Stated more generally, budgets are advised because conditions af- 
fecting farm returns are continually changing. These changes are 
reflected in prices, crop yields, livestock production, and crop and 
livestock requirements. 

Two kinds of price changes are of particular significance to farm- 
ers. First, there are price trends or long-time upward or down- 
ward movements of prices. These long-time upward or downward 
movements are usually different for different products. For ex- 
ample, after rising for 17 years, the value of horses on farms reached 
its high point on January 1, 1913, and then declined continuously 
to a low in 1932. The value of mules on farms, per head, increased 
until January, 1920, before declining. Milk cows on farms reached 
their highest value per head on January 1, 1929. Wheat prices 
worked up from a low season average price of 48.9 cents per bushel 
for the crop of 1894 to a high of $2.16 for the crop of 1919, and 
then were above $1 for 7 of the next 10 years. Though State and 
district prices tend to follow such long-time trends, there are often 
distinct differences in some years. Thus, Kentucky tobacco growers 
received less than the United States average price for tobacco of 
the crops of 1934 and 1935 but more for the crop of 1936, and dark 
tobacco has regularly sold for less per pound than Burley during 
the last decade. 

Other price changes of interest to farmers are price cycles. The 
prices of many farm products tend to move upward for a period of 
years and then downward for a more or less similar length of time. 
For example, hog prices usually tend upward from 114 to 24% years 
and then downward for about the same length of time. For most 
other species of livestock the upward and downward movements are 
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for longer periods. There appears to be a tendency for beef-cattle 
prices to go up from 6 to 9 years and then down for a somewhat 
similar length of time. In the case of horses the upward and down- 
ward price movements tend to extend over periods of 10 to 15 years. 
The most important factor in determining the length of these upward 
and downward movements is the length of time required to expand 
or contract materially any enterprise after unusually high or unusu- 
ally low prices are reached. 

Price trends and cycles are due to developments that are world- 
wide in scope. Changes in the habits and tastes of people, in chan- 
nels of trade, and in transportation costs and the opening up of new 
production areas all play their part in causing price trends. The 
adjustments in production plans that farmers make in response to 
prices are largely the cause of price cycles. 

In addition to price trends and cycles the amounts of crops and 
livestock held over from one year to the next vary and have an influ- 
ence on the prices of the following year. The amounts of different 
products that will be taken at given prices vary with industrial 
activity and related factors. As a result of these and other factors, 
farmers are continually facing new price situations. 

On the production side new practices are developed for cultivating 
and harvesting crops and for feeding livestock, and these new prac- 
tices result in different man labor, horse work, feed, and other re- 
quirements. The wheat binder, the corn binder, the tractor, the 
small combine, each has had or is having its influence on the amounts 
of labor needed in growing particular crops and on the net returns 
obtained. Crop yields are continually being affected by insect and 
crop pests. For example, the cotton boll weevil, San Jose scale, 
corn borers, Japanese beetles, chinch bugs, and grasshoppers have 
caused serious losses to producers in some years and are an annual 
threat to production, to be offset only by constant vigilance and 
appropriate control measures. Livestock have their parasites and 
diseases. 

Many of these changes are more or less permanent in nature and 
may be known. Other developments may be anticipated with some 
degree of accuracy. Obviously such things make changes advisable 
in the crops to be grown and the livestock to be kept on a particular 
farm. The crops and livestock that will result in the largest returns 
at one time will not always give good results at some later time. 

In their efforts to cope with these changed or new situations 
farmers are continually making adjustments in crops, livestock, and 
practices. Usually these adjustments are the result of comparisons 
of the returns expected from different systems and practices. Some 
of these comparisons are simple and easily made, and some are com- 
plex and involved. Some of them are crudely and imperfectly made, 
and others are carefully worked out. 

These comparisons are often based upon facts taken from memory, 
and. are made without the use of pencil or paper. Sound conclusions 
may be reached in this way in the case of simple comparisons, but 
most problems in present-day agriculture are too involved to make 
this method advisable. In highly commercialized farming, usually, 
a change in one enterprise makes changes desirable in several other 
enterprises. Then there is the ever-present tendency to give too 
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much weight to the prices, the yields, and the production that result 
from conditions more or less temporary in nature, and this tendency 
is likely to be more pronounced when the memory alone is depended 
upon, Generally, safer conclusions will be reached and larger profits 
will result from the farming operations if the facts considered are 
carefully organized and if judgments are completely formed and 
recorded and if the comparisons between enterprises and systems are 
‘arefully worked out. This involves the use of farm budgets. 


WHEN TO MAKE FARM BUDGETS 


December, January, and February are the budget-making months 
in most parts of the country, and in some sections March is used, 
These are the months when a farmer usually has the most time to 
do uninterrupted thinking. When the crops are harvested a farmer 
can usually find time to take stock, review the successes and failures 
of the past season, compare the results actually obtained with those 
expected at the beginning of the year, and make a budget for the 
coming year. 


HOW TO USE THE BUDGET METHOD IN MAKING FARM PLANS 


As suggested above, an important use of farm budgets is in reach- 
ing conclusions as to crops and livestock that are likely to prove 
most profitable under given conditions. In this connection it should 
be kept in mind that farming is a forward-looking undertaking and 
that plans should be made on the basis of conditions expected in the 
future. One should be as familiar as possible with the results of 
the past. However, the results of the past should be interpreted in 
the light of conditions expected in the future. This is what is at- 
tempted in making farm budgets. 

One use of farm budgets is in finding the crops and livestock—the 
acres of each crop and the number of each kind of livestock—that 
will probably result in the largest returns during the coming year. 
Another use is in finding the crops and livestock that will probably 
result in the largest returns over a period of years. The former 1s 
usually considered the plan for the coming year and the latter the 
long-time plan or the system of farming. 


MAKING PLANS FOR THE COMING YEAR 


The kinds of crops and livestock should usually remain the same 
for a period of years, but it is seldom possible or advisable to plan 
to grow the same acreage of each crop or keep the same number of 
each class of livestock each year. If nothing else, variations in the 
number of livestock born, and crop failures of the previous year, 
will make this impossible in some cases and inadvisable in others. 
Then there are lines of production, like dairying or handling a 
breeding herd of beef cattle, that a farmer must grow into; they 
can not well be developed in a year. Furthermore, if a farmer 
makes a study of the conditions that influence prices he will usually 
be able to form more accurate judgments as to prices to expect during 
the coming year for at least some of the products than those of the 
past year or even the average for a period of years. It follows that 
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FARM BUDGETING € 
the plans for each year should be different, in at least some respects, 
from the plans for any other year. 

A farmer who has definitely in mind a long-time plan should make 
a budget showing the returns expected and the prices that appear 
most likely to prevail during the coming year. If he has no long- 
time plan definitely in mind, perhaps the best starting place is with 
the crops and livestock of the previous year. In either case the next 
step is to make comparisons as to the changes in returns that appear 
probable if increases are made in the acreage of crops and the num- 
bers of livestock for which relatively high prices are expected and 
decreases in those lines in which relatively low prices are expected. 

Many possible alternatives may be eliminated or tentatively de- 
cided upon by these simple comparisons. For example, a farmer 
who is accustomed to growing wheat along with other crops may be 
considering whether it will be advisable to substitute barley for a 
part of the wheat. Suppose the cropping program calls for 60 acres 
of spring wheat, and the farmer is trying to decide whether to 
substitute barley for 20 acres of the wheat. Granting that the sub- 
stitutions could be made without affecting other enterprises, he 
would need only to consider the costs, prices, and yields of these two 
crops. A method of working out a comparison of this kind follows: 


Probable income from wheat: 
255 bushels (20 acres at 14 bushels less 25 bushels seed) at $1.35__ $344. 25 


Threshing 260 bushele at 12 cents. uo... eek _ $33. 60 
Twine, 40 pounds at 12 cents____--__-~-- Ao eases aoe 4. 80 
Fertilizer, 2 tons at $22_____ Re aa te ok a5 Pe ee 

Total, threshing, twine, and fertilizer______.__-____- aes 82. 40: 


Net income from wheat___-- aes Saad wea 261. 85 








Probable income from barley: 
445 bushels (20 acres at 24 bushels less 25 bushels seed) at 75 cents. 333. 7 


ol 


Threshing 480 bushels at 10 cents__-_---_-__-_-______________ $48. 00 
Twine, 45 pounds at 12 cents____-____---__- Se te 5. 40 
DOr, a COUN Gt  Qiiiicc aso een 5 ee _ 44.00 

Total, threshing, twine, and fertilizer__ Peete eee 97. 40 

Net income from barley__------- a i ese trices ee 

Pivsanee exeens it fever Of -Wheet.....6: 2. 25. 50 


It will sometimes be advisable to attempt simple comparisons of 
this kind where three or more enterprises are involved. Usually, 
however, when changes are being considered that affect more than 
two enterprises and often when changes for only one or two are con- 
templated, the problem is too complex for such simple comparisons. 
Sometimes it may be advisable to consider the substitution of a crop 
that has different man-labor and horse-work needs or that requires 
attention at a different time of the year from the crop to be displaced. 
Such substitutions usually mean either more thorough or less thor- 
ough cultivation of other crops. Often changes may be considered 
that will mean more or less home-grown feed or a different ration 
for the livestock. In the case of involved changes of these kinds 
other complete budgets are recommended. 

It will sometimes be advisable to work out several trial budgets 
each indicating the farmer’s judgment as to the returns that may 
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reasonably be expected during the coming year from different com- — ¢ 
binations of crops and liv estock. Each of these budgets should carry ~ t 
data similar to those suggested in table 1, pages 2 and 3. : 

It is important that each of these budgets be worked out on a 
similar basis. That is, a farmer should not use the prices, yields, 
- and other production relations of the past years for one budget and 
then use those expected in the future for other budgets. Since sys- 
te tems of farming are planned for the future, the prices and _ pro- 
duction relations used should be those that are expected in the 
future. In some cases it may be advisable to take the feeding re- 

uirements and livestock production of the past year and work out a 
dames statement, using normal crop yields and expected prices. 
Whenever experience or ‘available data warrant, however, it will be 
advisable to adjust the livestock data, as well as the yields, to a 
normal basis. 

The budgets worked out in this way should then be compared. 
After taking into account the amount of risk involved under each, 
the changes each necessitates in livestock on the farm at the time, the 
changes from the crops of the past season, and the probable effect of 
wt each change on the returns of the following years, one of these 
Bins budgets should be decided upon as the plan “for the coming year. 

. Budgets of this kind should be made at the beginning of each 3 year. 
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BUDGETS WITH VARYING PRICES AND YIELDS 


as ~*~ 


Even after a plan for the coming year has been carefully worked 
out, adjustments in this plan may be advisable during the year. 
Less favorable production may be obtained along some lines than 
were anticipated, and more favorable production | may be obtained 
along other lines. Higher prices may be obtained for some products 
than were anticipated and lower prices for others. 

In cases in which the prices contemplated for the crops and live- 
stock vary widely from year to year, or in which the information to 
be used as a basis for judgments as to prices is meager, it may be 
advisable to work out different budgets for the crops and livestock 
decided upon for the year, and to use different prices, each being 
based upon a particular set of prices within the range of probability. 
That is, the expenses, receipts, and net returns that will probably 
result from a given combination of crops and livestock with different 
prices may be worked out. 

In areas in which the yields of crops vary widely from year to year 
it may be advisable to work out different budgets for the same system, 
using the different yields which are within the range of probability. | 

Such budgets, worked out with varying prices and yields, will help } 
a farmer to determine maximum and minimum expectations from 
his crops and livestock, and to anticipate possible adjustments that 
may be necessary during the year. For example, crop yields below 
normal may make it advisable to sell livestock with less finish or at 
lighter weights, or may make it advisable to reduce the number of 
one kind of livestock and i increase the number of another. Or it may 
be_well to make changes in the feeding plans during the year. 

Prices and production can not be forecast with enough accuracy to 
make it unnecessary to be on the lookout for possible - improvements 
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through adjustments of this kind. The more carefully a farmer has 
thought through these eae in advance the better prepared he 
will be to meet such conditions as they arise. 


PLANNING A SYSTEM OF FARMING 


Often prices or conditions on the farm may so change as to make 
it advisable to reorganize the farm completely and introduce a new 
system of farming or a system markedly different from the one that 
has been followed. For example, a farmer may be engaged in dairy- 
ing; that is, in growing feed crops and selling dairy products, and 
conditions may be such as to make it advisable to consider feeding 
beef cattle and hogs. Or a farmer may be engaged in growing cotton 
along with a small amount of feed for the work stock, and conditions 
may be such as to make it advisable to consider dairying or some other 
kind of livestock farming. 

In trying to decide whether a marked change of this kind will be 
advisable in the system of farming that is being followed, a farmer 
should first look about in his own community, and in other communi- 
ties that have similar conditions, and consider the results that other 
farmers are getting from other crops and livestock. A system that 
has given good results on one farm may not give good results on 
another farm even in the same community, since no two farms are 
exactly alike, and may not. give good results on the same farm under 
different conditions, but this general appraisal of other systems is 
a good preliminary move. From it a farmer should get a general 
idea of other crops, livestock, and systems that are adapted to his 
conditions. 

It is at this point that the budget plan may again be used to 
advantage. The use of carefully walbel-aat budgets is the most ac- 
curate way to compare the various systems that may be considered. 
While the budgets to be used in this connection should be made on the 
yearly basis, they should be based upon average yields and production 
requirements and upon the average prices expected during the period 
of years just ahead. They should show the average of the acres of 
crops and the numbers of livestock, the estimated production, expenses, 
and receipts for the period. The period considered should be at least 
as long as the rotation contemplated. If special buildings or ma- 
chinery are needed, which is often the case, a 5-year or 10-year period 
or even a longer period should be considered. 

It will be advisable to study available information and to formulate 
judgments as to prices, crop yields, livestock production, and crop 
and livestock requirements, as described above, for such crops and 
livestock as appear to have possibilities on the farm that is being con- 
sidered. Next, a budget similar to that suggested on pages 2 and 3 
should be prepared for the present system. Following this, the farmer 
should consider desirable combinations of crops and livestock for 
other systems and work out budgets for them. 

In deciding upon the acreage of the different crops and the num- 
bers of the different classes of livestock to include in the systems that 
are being considered, the seasonal as well as the total man labor and 
horse-work needs of each crop and class of livestock should be kept in 
mind. It is generally advisable to consider only such combinations of 
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crops and livestock as can be taken care of by the men and teams that 
are likely to be available. If systems are to be compared with mark- 
edly different man labor and horse-work requirements, the cost of pro- 
viding the added labor must be considered. 

The budgets worked out in this way should be compared. In com- 

paring the budgets of the different systems, each should be considered 
critically for the purpose of determining how well the principal crops 
are adapted to the area, the effect of each system upon the fertility of 
the soil, the kinds of markets that are available for each of the 
products to be sold, how nearly the feed crops provide a balanced 
ration for the livestock if the system includes livestock, how well the 
crops and livestock fit together, and how well the nonmarketable 
products, such as pasture, straw, stover, and skim milk are utilized | 
with each. With these facts, and the returns that may reasonably be | 
expected from each in mind, one of the systems should be selected as 
the system to be followed. Presumably this will be the system that, 
other things being equal, promises the largest returns on the basis of 
normal yields and production requirements and prices expected for 
: a period of years. 
- It is not usually necessary to make comparisons of this kind, involv- 
is ing other systems of farming, each year. After a system has been | — 
decided upon it should be followed until conditions of the period or |. 
on the farm have undergone a marked change. A farmer should con- | 
tinually be on the alert, however, for new developments and should . 
consider carefully the possibilities of other systems whenever con- 
ditions warrant. 
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KEEPING ACCOUNTS AGAINST A BUDGET f pl 
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After a budget has been made an inventory should be taken, the 
expenses and receipts should be kept during the year, and at the end 
of the year the returns actually obtained should be compared with 
. those contemplated in the budget. If a budget has been made fora | - 
Ba period of years it may also be included in the comparisons. A method | T 
of recording data for these comparisons is shown in table 2. 


: ° ° e . k of 

Accounts provide material that is essential to a thoroughgoing | ‘“ 
analysis of the farm business as it has been operated in the past. They be 
are valuable in helping to locate the strong and weak points of the ne 


system being followed. They aid in locating the leaks in the profits. 
For example, the crop yields and requirements of that year may be 
compared with those contemplated in the budget and with those 
obtained by other farmers. The returns for the feed consumed by the 


FE REY 


livestock may be compared with the returns contemplated in the pl 
budget and those obtained by other farmers. Accounts provide a [re 
basis for determining how the labor, building, machinery costs, and [th 
other expenses compare with those contemplated in the budget and [re 
those prevailing on other farms. Attention to such points makes fpr 
economical production possible.’ tic 
aegis ab 


2For more complete discussion of farm accounts, see the following bulletins: 


Lapp, C. E, A SYSTEM OF FARM COST ACCOUNTING. U. S. Dept. Agr. Farmers’ Bul. 572, In 
15 p., 1914. du 

THOMSON, E. H. FARM BOOKKEEPING. U. S. Dept. Agr. Farmers’ Bul. 511, 37 p., illus. § 
1912. 


For method of analyzing farm business see: Dixon, H. M., and HawTHorne, H. W. 
A METHOD OF ANALYZING THE FARM BUSINESS, U, S. Dept. Agr. Farmers’ Bul. 1139, 40 p, 
illus, 1920. 
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TasLE 2.—Comparison of acres of crops, numbers of livestock contemplated, and 
expected receipts and erpenses for long-time plan, and plan for coming year, 
with results actually obtained, 180-acre farm’ 


——— - eee —— 


“ Long- | Planfor | Actual 

Item a |} the coming ee 

year | plan vear end of 

: year 
Crop Acres | Acres Acres Acres 

Corn 30 30 30 
Tobacco 11 | 10 8 
Wheat 7 | 10 20 
Soybean hay 7 10 5 
Soybean seed : ae 5 
Mixed hay 50 30 30 
Pasture 46 51 46 

Livestock: Number Number Number Number 
Work stock 5 5 5 
Cows 2 | 10 6 
Young cattle 2} 5 4 
Sows 1 | 3 3 
Other hogs 5 | 24 24 
Chickens 45 100 100 

Results: | Dollars | Dollars Dollars Doliars 
Farm receipts | 1, 840 | 2, 886 | 2, 533 
Farm expenses 689 | 864 748 
Net returns 1, 151 2, 072 1, 785 


1 The operator of the farm whose returns last year and whose budgets for a period of years and for the 
coming year as Shown above has been depending upon crops as sources ofincome. He plans in the future 
to combine some cash crops and dairying. One reason that the plan for the coming year differs from the 
long-time plan is that the operator considers it advisable to buy only 4 cows during the coming year and 
grow into dairying. 


Accounts, if accurately kept and intelligently interpreted, may 
become the best source of information in helping to determine the 
production that may reasonably be expected to result from a particu- 
lar practice, enterprise, or system of farming. In making farm 
budgets an opportunity is offered to use these accounting data in 
connection with experimental data and information on prices in 
planning future operations. Accounts help a farmer to localize and 
interpret experimental results in terms of conditions on the farm. 
This will be discussed further in a later section. Most State colleges 
of agriculture have account books suitable for recording inventories, 
expense, and receipts which they furnish at a small cost. Such 
books can usually be obtained from the county agent or by writing 
to the State college of agriculture. 


INFORMATION NEEDED IN MAKING A BUDGET 


The returns actually obtained in farming probably will not ap- 
proximate the returns contemplated in a budget unless the prices, 
requirements, and yields used in making the budget approximate 
those that actually prevail. Those used in making the budget should 
represent the best judgment of the one doing the planning, as to the 
production and prices that may reasonably be expected for the par- 
tical ar farm and period, after considering all the information avail- 
able. The information available that will be useful may be divided 
hei classes—that relating to prices and that relating to pro- 
duction, 
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PRICE INFORMATION TO USE 


In order to plan for the coming year and at the same time to keep 
a permanent and profitable system of farming in mind, judgments 
must be formed as to prices expected for the coming year and for 
the period of years just ahead. 

Average prices, price trends, and long-time demand changes must 
be known to form judgments as to prices for a period of years. In 
the case of prices for the coming year, in addition to the above, the 
facts as to supplies on hand, production in competing areas and 
countries, and demand changes likely to come about during the year 
are important. Such information is to be found in market-news 
reports, agricultural-situation reviews, and in agricultural-outlook 
statements issued by State and Federal agencies. 


SOURCES OF PRICE INFORMATION 


The following are the principal sources of information on prices: 

Market news reports, issued by the Bureau of Agricultural Eco. 
nomics and distributed by mail, by radio, and through farm news- 
papers. 

Average Prices Received by Farmers for Farm Products, mimeo- 
graphed reports issued monthly by the Bureau of Agricultural Eco- 
nomics. 

Crops and Markets, a monthly periodical issued by the Department 
of Agriculture. 

Special commodity price studies, issued by the Bureau of Agricul- 
tural Economics and many of the States. 

The Agricultural Situation, a monthly publication issued by the 
Department, and similar reports issued by several of the State col- 
leges of agriculture and extension services. 

Monthly mimeographed situation reports on individual com- 
modities issued by the Bureau of Agricultural Economics. 

Agricultural Statistics issued yearly by the Department. 

Yearbooks of State departments of agriculture and State agricul- 
tural statisticians. 

Annual agricultural-outlook reports, issued by the Department. 
and outlook reports, issued by State colleges of agriculture and ex- 
tension services in many States. 

Statistical bulletins issued by the Department. 


MARKET NEWS REPORTS 


The market news reports issued by the Bureau of Agricultural 
Economics and State departments of agriculture review the market 
situation for the principal farm commodities daily, weekly, and 
monthly during the year. These reviews are distributed by mail, 
by radio, and in weekly papers and farm papers. 

Average Prices Received by Farmers for Farm Products, a mimeo- 
graphed report, is issued by the Bureau of Agricultural Economics 
about the 29th of each month. It shows currently the average prices 
received by farmers for 42 farm products as of the 15th cf each 
month; relative prices received by farmers for crops, livestock and 
livestock products, poultry and poultry products; index numkers of 
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prices received by farmers by groups of commodities and for all 
groups; estimated prices of 42 farm products currently by States; 
hog-corn ratios for the United States, the North Central States, and 
Iowa; indexes of prices paid by farmers for articles purchased, farm 
wage rate index numbers; and an index of the industrial wage level. 
There is a brief discussion of current changes in prices received by 
farmers. 
CROPS AND MARKETS 


Crops and Markets is the monthly publication of the Department 
which carries the principal statistics on crop and livestock produc- 
tion, movements, prices, and stocks, on products covered by the De- 
partment’s work. It carries information as to the acres of crops 
planted and harvested, the condition of these crops during the year, 
estimates of the number of livestock on farms, the amounts of dif- 
ferent products marketed and on hand, and other related informa- 
tion on crop and livestock production and prices. Copies of Crops 
and Markets may be seen in the office of county agents. The subscrip- 
tion price is $1 a year.’ . 


SPECIAL COMMODITY PRICE STUDIES 


In recent years the Department of Agriculture and some of the 
State colleges of agriculture have undertaken careful studies of the 
factors affecting the prices of specific farm commodities and 
thoroughgoing analyses of conditions confronting producers of cer- 
tain commodities. A letter to the State college or extension service 
may bring you State bulletins relating to local studies 


THE AGRICULTURAL SITUATION 


The Agricultural Situation is a printed periodical issued by the 
Bureau of Agricultural Economics. It contains very brief sum- 
maries of the price and production situations for the more important 
farm products, and a few tables that enable the reader to keep up 
to date on the current agricultural situation. Brief articles dealing 
with current economic problems of agriculture are included. This 
publication is designed primarily for those who are interested in fol- 
lowing the general situation of agriculture from a nontechnical stand- 
point. It may be obtained from the Superintendent of Documents, 
Government Printing Office, Washington, D. C., at a subscription 
price of 25 cents a year. It is sent to all county agricultural agents. 
Many of the State colleges of agriculture issue similar reports, which 
may be obtained from the county agent or by writing to the State 
college of agriculture. 


AGRICULTURAL STATISTICS 


During recent years the Department of Agriculture has been pub- 
lishing an annual volume entitled “Agricultural Statistics,” which 
carries, among other things, a large amount of statistical informa- 
tion on prices such as formerly was published in the Yearbook. 
Copies may be obtained from the Superintendent of Documents, 
Washington, D. C., at 50 cents a copy. 





*Payable in cash or money order to the Superintendent of Documents, Government 
Printing Office, Washington, D. C. 
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Most of the State departments of agriculture issue yearbooks, 
which carry much of the information for the particular State carried 
in the volume issued by the Federal Department and usually some 
additional information. 


AGRICULTURAL OUTLOOK AND SITUATION REPORTS 


Each year, usually in November, the Bureau of Agricultural Eco- 
nomics and many State colleges of agriculture, issue “outlook reports 
discussing probable price trends of principal farm commodities 
during the coming year. To a certain extent this information is 
kept up to date by the individual commodity situation reports men. 
tioned above. Farmers’ prospective- -plantings reports on the princi. 
pal crops are issued in the spring. Reports on farmers’ hog-breeding 
intentions are issued in June and in December. Similar reports for 
other livestock are issued from time to time. The Demand and Price 
Situation, issued about the 15th of each month, gives the condition 
of prices for leading agricultural products and factors that may soon 
influence these prices. These reports may be seen in the office of 
county agents or may be obtained by writing to State colleges of agri. 
culture or to the United States Department of Agriculture. 


STATISTICAL BULLETINS 


The Department issues a series of statistical bulletins which give 
all pertinent. statistics for the chief agricultural commodities. The 
series includes a group of four price “bulletins, which tabulate the 
prices paid to producers for the chief farm products over a series 
of early years. 

Of the sources of price information mentioned, the outlook and sit- 
uation reports and the Agricultural Situation carry conclusions as to 
probable price trends during the months just ahead. Bulletins based 
upon special price studies usually carry conclusions for a somewhat 
longer period. The other sources mentioned carry data that are useful 
in making an analysis of the price situation of the principal farm 
commodities. 

In reaching conclusions as to prices care should be exercised lest 
too much weight be given to those of the present or of the immediate 
past. It should be remembered that the prices of farm products flue: 
tuate widely from year to year and that the changes are seldom 
uniform. Research studies made by the Department and the State 
colleges of agriculture show price cycles or fairly definite price 
trends or both for many farm products. For these reasons, as much 
time as possible should be given to the study of average prices, price 
trends, and market- outlook infor mation and to the consideration of 
studies made by others before the prices to be used in making the 
budget are decided upon. 


PRODUCTION INFORMATION TO USE 


Generally normal or average crop and livestock requirements, 
yields, and production should be used in making a budget. The yields 
for crops and the production for livestock vary from year to year, 
but the variations depend largely upon such factors as temperature, 
rainfall, insect pests, and livestock diseases, which cannot be antici- 
pated with any degree of accuracy. The best the farmer can do is to 
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BUDGETING {5 
review his own experience and such records as are available for his 
farm, study records and accounts showing the results on other farms 
and data showing the results of experiments in growing crops and 
feeding livestock, then consider all of these facts in the light of condi- 
tions on his own farm and make the best approximations possible. 

An effort should be made to find out the yields of crops that may 
reasonably be expected from different quantities of seed and fertilizer 
and the quantities of these and other materials that will probably 
result in the largest returns, in the light of conditions on the farm 
and of prices that may reasonably be expected. An effort should also 
be made to ascertain the production that may reasonably be expected 
to result from different rations for each kind of livestock and the 
particular ration that will result in the largest returns, considering 
the home-grown feeds and pasturage available and the prices expected 
for feeds, livestock, and livestock products. 


SOURCES OF PRODUCTION INFORMATION 


Among the important sources of information on production are 
the following: 

Records for the farm and similar records for the community. 

County and State farm-production statistics. 

Books, bulletins, and reports of the results of livestock-feeding and 
crop experiments. 

Demonstrations showing the results of practices in the communities. 


RECORDS FOR FARM AND COMMUNITY 


Records of results obtained on one’s own farm by adopting spe- 
cific practices in crop and livestock production in the past are fun- 
damental. If there are no formal, currently made records of the 
iesults following definite changes in conditions and practices, mem- 
ory must serve. One cannot, however, expect an anticipated outturn 
unless the requisite conditions have been fulfilled. 

In the development of the agricultural adjustment and other pro- 
grams of the Department a great deal of information about yields 
and production under known conditions has been made available 
locally in connection with contracts and county planning-committee 
activities. 

For many years thousands of farmers in different parts of the 
United States have kept records of their farming operations in coop- 
eration with the State colleges of agriculture and the Department. 
These records are usually summarized and analyzed by the State and 
Federal agencies and the results made available in bulletins and 
reports. Such reports may be obtained from county agents or by 
writing to the State college of agriculture or to the Department of 
Agriculture. 


COUNTY AND STATE FARM-PRODUCTION STATISTICS 


Reports on yields, acreage, and production of commodities over a 
period of years are useful guides to the trends and the variations that 
are probable for a particular year. Agricultural Statistics, described 
above, shows State crop yields for several years. County crop yields 
are published by State departments of agriculture. Farm papers 
and local newspapers usually quote figures from official sources. 
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EX PERIMENTAL RESULTS 


The technical problems of farmers have been studied intensively 
by the Department of Agriculture and the agricultural experiment 
stations in the States. As results have been reached the findings have 
been published. Experimental results applicable to crop and live- 
stock production in most sections of the county are now available 
and may be obtained from county agents or by writing to the State 
colleges of agriculture or to the Department of Agr iculture. Sum- 
maries and articles based upon these results are carried rather gener- 
ally by newspapers and periodicals whose readers they interest. 


DEMONSTRATIONS IN THE COMMUNITY 


In most parts of the country, in cooperation with the county agent 
or local representatives of other government agencies, farmers con- 
duct demonstrations of practices or lines of production other than 
those commonly followed in the community. The possibilities of the 
new practices under actual conditions may thus be observed before 
one undertakes contemplated changes. Successful farmers also are 
usually willing to discuss their practices and the systems they have 
worked out. 

Of the sources mentioned, the publications which carry results of 
experiments are likely to be most useful in determining the yields 
that will probably result from the use of different fertilizers or other 
practices, and the livestock production that will probably result from 
(lifferent rations. One’s own experience and records showing the 
results on other farms will be useful in localizing and interpreting 
the experimental data in terms of conditions on the farm and in 
determining the crop and livestock production that will probably 
result from the practices commonly followed in the community. 

A careful study of production information, such as that described 
above, will provide a basis for conclusions as to the crop yields that 
are most likely to be obtained, the quantities of the different kinds 
of feeds normally required to produce 100 pounds of pork or to put 
100 pounds of gain on steers, or to keep a cow or a horse a year. A 
similar study of the inform: rtion mentioned and such other informa- 
tion as may be available on prices will provide a basis for conclusions 
as to the prices that are most likely to prevail during the coming 
year and during a longer period. A method of recording conclusions 
of this kind is shown in tables 3, 4, and 5, pages 17 and 18, 

The analysis of these data and the formulation of judgments as to 
production. ‘and price relations that appear probable at a particular 
time constitute one of the preliminary yet essential steps in the 
budget-making process. Such an analysis provides a basis for ad- 
justing the practices and enterprises to the economic conditions of 
the time. 

FORMS FOR FARM-BUDGET MAKING 


In the following pages a set of sample forms is shown. These 
forms illustrate a method of organizing facts that should be consid- 
ered and the kinds of forms needed to work out a farm budget. The 
facts may be organized and a farm budget made by observing the 
following procedure: 


SRILA R ROSE ST OES TS 


| RE RRERNARERETE oe 


gn RRR es = 


Ee 





Tot 


Cor 
Wh 


Soy 
Soy 


Mia 





e 
ie 


PE 


res RR IR 


FARM 






BUDGETING 


17 


First, list the products that appear to have possibilities as sources 
of income, as indicated by the products-to-be-sold column, table 3. 
Next list the different kinds of feed, seed, fertilizer, and other items 
that are to be used in getting these products, as indicated by the 
Next, examine the data on average 
rice ‘ice trends. and the marke look for each of arke 
prices, price trends, and the market outlook for each of these market- 


expense-items column alongside. 


able products, and examine the expense items. 


When as much time 


as practicable has been given to the study of the price situation, enter 
the prices that appear probable for the items that must be bought 


aid for the products to be sold. 


Entries should show the prices 


expected during the coming year and the average prices expected 
for a period of years. 


TABLE 3.—Prices for 


Products to be so! 


Item 
Cash crops 
Wheat per bushel 
Tobacco per pound 
Soybeans per bushel 
Corn do 
per ton 


Mixed hay 

Livestock: 

Whole milk 
per hundredweight 


"i 





Veal_- per pound 
Hogs per hundredweight 
Old hens per pound 
Young poultry do 
PRU. oc cccasee per dozen 
1 The prices in the ‘coming 


TABLI 
Crops 

| 

| 
Tobaceco_.. 
Corn 149 bushel 
Wheat + bushels__ 
Soybean hay 44 bushel 
Soybean seed do 


Mixed hay 
grass, 5 


pounds. 


1The 
pp. 2 and 3. 


clover, 3 pounds; 


Seed 


pounds; 


Red clover, 5 pounds; orchard 
5 alsike | 


9 


redtop, 2 


* products to be sold and expense 


Expense items 


Fertilizer and other m 


Superphosphate (a c¢ i 

phosphate). 
Arsenate of lead 
Canvas 


| Superphosphate 


| Twine 
Threshing 


Expected 


xpected Expected 
average ices 
prices, I oe Item 
naek S coming 
- year 
stabs 
Dollars Do 3 Feed 
1.2 1.35 Bran per hundred weight 
ll 09 Cottonseed meal de 
2. 00 2. 00 Tankage do 
70 | 70 Meat scraps d 
16. 00 00 Oyster shells d 
Fertilizer: 
Acid phosphate__per ton 
2. 10 2.10 |} Seeds: 
OR OS Red clover per pound 
&. 50 8. 50 | Orchard grass do 
Is .18 Alsike clover do 
22 | 22 Redtop d 
22 | 20 || Miscellaneous: 
| Canvas__- per yard 
| | Arsenate of lead 
| per pound 
Twine de 
Threshing wheat 
| per bushel 
year” columns were used in making out the budget shown on pp. ‘ 


items 


Expected 


iverage chaa 
prices, ; 
next 5 | Coming 
years FOE 

Dollars Dollars 

1.75 1. 75 

2.10 1. 90 

3. 50 3. 50 

4.00 4. 00 

1. 25 1. 25 

22. 00 22. 00 

27 27 

14 14 

»”) » 

or 95 

<9 | “0 

( . 05 

25 25 

12 | 12 

| 2 

12 12 


1—Normal yields and production requirements for crops—per acre basis’ 


iterials | 
; 
| Yield 
Quantity 
300 pounds 
5 pound 1,000 pounds 
» pounds 
10 yards 


200 pound 
2 pounds 


28 bushels. 


lis bushels. 


12 cents per 


bushe 


yields and production requirements shown here were used in working out the 


14 tons 
15 bushels 
1 ton 


budget shown on 
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List the crops that are being considered for the farm as indicated 
in table 4. Next enter the yields and the seed, fertilizer, and other 
material requirements necessary to get these yields. The yields 
should represent one’s best judgment as to normal expectations from 
the requirements shown and practices contemplated. Often it will be 
advisable to record two or more yields for a particular crop, each rep- 
resenting the production expected from a particular quantity of 
fertilizer. seed, or practice. 

Taste 5.—Normal feeding requirements and production for livestock ? 
Purchased feeds 


Home-grown feed Productior 


Livestock | j 1 — 


Kind } Quantity Kind Quantity Kind Quantity 
| 
ee Se | - | _ 
Dairy cows, per | Corn | 14 bushels Bran 250 pounds_| Whole milk_| 5,000 pound 
head. | Soybean | I ton Cottonseed do Veal 2 80 pound 
| hay | meal | 
| Mixed hay do | 
Heifers, per head do 46 ton 
Veal calves Whole milk_| 500 pounds 
Hogs, 1 sow, 8 | Corn | 128 bushels ‘Tankage | 500 pounds_| Live weight_| 1,600 pound 
pigs | 
Poultry (per 100 do 100 bushels Oyster shells do Old hens 200 pounds 
hens) | Skim milk __| 1,032 pounds. | Meat scraps do Young poul- | 150 pounds 
| try. 
| Eggs 900 dozer 
Work horses, per | Corn 45 bushels 
head Mixed hay 2 tons 


The feed and other requirement 
shown on pp. 2 and 3 
2 The veal production shown is based upon the assumption that 1 veal calf weighing 160 pounds woul 
be sold for each cow every other year. 
3 The requirements shown are based upon 8 bushels of corn and 31 pounds tankage per 100 pounds of 
gain 


ind production shown here were used in working out the budget 


List the different classes of livestock being considered as shown in 
table 5. Next enter the normal yearly feed and other requirements 
and production for each class of livestock. Often it may be advisable 
io record varying amounts of feed for a particular class of livestock 
and the production that will normally result from such feed, the 
feed requirements being based upon different rations. 

Tables 3, 4, and 5, when carefully filled out, provide basic data to 
use in working out budgets for the different systems considered. 


FORMS FOR THE FARM BUDGET 


Section A: Acreage and cash erpenses for crops 


Seeds and plants Other expenses 
Crops Acreage 
Quantity Cost Kind Quantity Cost 
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When a cropping program has been tentatively decided upon, list 
the kinds of crops and acreage of each as indicated by section A, 
Data for the remainder of the form may be obtained by multiplying 
the figures in the acre column by the produection- requirement data 
recorded in table 4, and the amounts obtained in this way by the 
prices shown in table 3. 

In deciding upon a cropping program, the number of acres of each 
crop that a given crew can handle and the extent to which different 
crops compete with and supplement and complement each other 
should be taken into account. (See budget, pp. 2 and 3.) 


Section B: Production and disposal of Crops 


Dispos il 


Production ‘ 
quantity For sale 
F For feed | For seed 
quantity (quantity 


Crops 


| . 
Quantity Value 


List the crops again in the same order as on the preceding form, 
and enter the expected production as indicated in section B. The pro 
duction data may be obtained by multiplying the figures in the acre 
column of section A by the crop yields listed in table 4. The quan- 
tity of each crop that would be fed to livestock, used in a home and 


Nection C: Feeds and other « rpenses for livestock 


eeds Other expenses 
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sold, should be indicated. The value of the quantities to be sold may 
be obtained by multiplying the quantities shown on this form by 
the prices shown in table 3. If systems are to be compared that 
make available different quantities of products for home use, a value 
column headed, Used in the home, may be added. (See budget, pp. 
2 and 3.) 

When a livestock program has been tentatively decided upon, list 
the different classes of livestock and enter the number of each oppo- 
site the class, as in section C. Next calculate the amounts of home- 
grown and purchased feeds and other expenses. This may be done 
by taking the data in table 5 and multiplying them by the numbers of 
livestock recorded on this form. The quantities of home-grown feed 
to be used should be compared with the quantities it is expected will 
be available for feed, shown on the preceding form. The value of the 
purchased feeds will be obtained by multiplying the quantities shown 
on this form by the prices recorded in table 3. (See budget, pp, 
2 and 3.) 

It will often be advisable to work out two tables similar to this 
form, one showing how the feeds on hand at the beginning of the 
year are to be used and the other showing the feeds to be consumed 
by the livestock from the harvest season to the end of the year. 


Section D: Production and disposal of livestock and livestock products 


Disposal 


| si 
; Production} | ‘ 
Livestock and products | ‘ : , Sales 
wk and produ | (quantity) | Fed to Cea iss ile 
| livestock | home — 
(quantity) | (quantity) | , 
| Quantity | Value 


Total 


List the livestock and livestock products in the same order that 
they are entered on the preceding form, as indicated by section D. 
Data for the production column may be obtained by multiplying the 
figures in the “number” column, section C, by the production data 
recorded in the last column of table 5. The quantity to be fed, used 
in the home, and sold should be entered. The quantities to be sold, 
multiplied by the prices shown in table 3, will give the data for the 
“value” column, (See budget, pp. 2 and 3.) 
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Acres of crops and numbers of livestock 








FARM BUDGETING 


Section E: 





Summary of receipts and cxpenses 


Receipts Total value Expenses | Total value 


Tot al 


Bring forward the “value” and “cost” totals on the four preced- 
ing forms and enter “value totals” under receipts, and the “cost 


totals” under expenses. In addition to the direct costs for crops 
and livestock brought forward, include on the expense side the esti- 
mates for labor to be hired, new machinery and repair, new fences 
and fence repair, building repair, taxes, farm insurance, and other 
overhead items. In some cases it may be advisable to include an 
estimate of sales from miscellaneous sources on the receipts side. 
The total expenses subtracted from the total receipts give the net 
returns. (See budget, pp. 2 and 3.) 


provided in the plan for 
erpected receipts and erpenses: 


the coming 
year and in the long-time plan: and those 


actually obtained on your farm 


| ctu: 
bast Long Plan for | = eet 
Item wail time coming | end of 
nd o 
. plan year Sate 
year 
( icre ler icre 1 
| 
| 
r | 
Live Numbers | Numbers | Numbers | Numbers 
Resu Dollars Dollars | Dollars Dollars 


Farm receipts 
Farm expenses 
Net returns 


At the beginning of the year, enter the acres of the different crops 
grown, the numbers of livestock kept, and the cash receipts and ex- 
penses for your farm for last year in one column as indicated above. 
Record the acres of crops and the numbers of livestock provided in 
the long-time plan for your farm, and enter the average receipts and 
expenses expected in the next column. In the third column, enter 
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the acres of crops, the proposed numbers of livestock, and the receipts} 
and expenses expected for the coming year. At the end of the year,} 
enter in the last column the acres of crops actually grown, the num." 
bers of livestock kept, and the receipts and expenses that actually) 
resulted. q 

Forms to be used in making a farm budget as described in thig® 
bulletin may be obtained on request from the United States Depart- 
ment of Agriculture. 


U.S. GOVERNMENT PRINTING OFFICE: 1938 


For sale by the Superintendent of Documents. Washington, D.C. - - - -  Price5 cent 








